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PERMANENT CERTIFICATES FOR LOCAL SERVICE AIR 
CARRIERS 


WEDNESDAY, FEBRUARY 23, 1955 


Hovusk oF REPRESENTATIVES, 
CoMMITTEE ON INTERSTATE AND FoREIGN COMMERCE, 
Washington, D. C. 


The committee met at 10 a. m., in room 1334, New House Office 
Building, pursuant to call, Hon. J. Percy Priest (chairman) presiding. 

The CuarrMan. The committee will come to order. 

We have met this morning to hear testimony on two identical bills, 
H. R. 526 and H. R. 2225, introduced by the gentleman from Missis- 
sippi, Mr. Williams, and the gentleman from California, Mr. Hinshaw. 

The purpose of these bills is to grant to local service airlines per- 
manent certificates rather than temporary certificates under which 
they are now operating. 

(H. R. 526 and H. R. 2225 are as follows:) 


[H. R. 526, 84th Cong., Ist sess.] 


A BILL To amend section 401 (e) (2) of the Civil Aeronautics Act, as amended 


Be it enacted by the Senote and House of Representatives of the United States of 
America in Congress assembled, That section 401 (e) (2) of the Act of June 23, 
1938, as amended (49 U. S. C. 487 (e) (2); 52 Stat. 987), is amended by adding 
the following: 

(3) If anv applicant who makes application for a certificate within one 
hundred and twenty days after the enactment of this section shall show that, 
from the date of enactment of this seetion until the date of its application, it or 
its predecessor in interest, was an air carrier furnishing, within the continental 
limits of the United States, local or feeder service consisting of the carriage of 
persons, property, and mail, under a temporary certificate of public convenience 
and necessity issued by the Civil Aeronautics Board, continuously operating as 
such (except as to interruptions of service over which the applicant or its prede- 
cessors in interest have no control) the Board, upon proof of such fact only, shall, 
unless the service rendered by such applicant for such period was inadequate 
and inefficient, issue a certificate or certificates of unlimited duration, authorizing 
such applicant to engage in air transportation between the terminal and inter- 
mediate points within the continental limits of the United States between which 
it, or its predecessor, so continuously operated between the date of enactment of 
this section and the date of its application.” 


[H. R. 2225, 84th Cong., Ist sess.] 
A BILL To amend section 401 (e) (2) of the Civil Aeronautics Act, as amended 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That. section 401 (e) (2) of the Act of June 23, 1938, 
as amended (49 U. S. C. 487 (e) (2); 52 Stat. 987), is amended by adding the 
following: 

“(3) If any applicant who makes application for a certificate within one 
hundred and twenty days after the enactment of this section shall show that, from 
the date of enactment of this section until the date of its application, it or its 
predecessor in interest, was an air carrier furnishing, within the continental limits 
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of the United States, local or feeder service consisting of the carriage of persons, 
property, and mail, under a temporary certificate of public convenience and 
necessity issued by the Civil Aeronautics Board, continuously operating as such 
(except as to interruptions of service over which the applicant or its predecessors 
in interest have no control) the Board, upon proof of such fact only, shall, unless 
the service rendered by such applicant for such period was inadequate and ineffi- 
cient, issue a certificate or certificates of unlimited duration, authorizing such 
applicant to engage in air transportation between the terminal and intermediate 
points within the continental limits of the United States between which it, or its 
predecessor, so continuously operated between the date of enactment of this 
section and the date of its application.” 

The CHAIRMAN. We are very happy to have as our first witness 
Mr. Floberg, who is chairman of the Conference of Local Airlines. 

We have quite a number of witnesses to be heard this morning. 
We hope to be able to move along as rapidly as possible without leav- 
ing out anything that should go in the record. In other words, we 
do not want to curtail any testimony that is needed in the record, but 
we will move as expeditiously as possible in order to accommodate 
as many witnesses as we can during the morning session. 

Some of these gentlemen I know have come here from quite a 
distance. Senate hearings on this legislation started on Monday and 
some of the witnesses are here from the west coast and other distant 
points. If we can hear this testimony as expeditiously as possible, 
it will be of advantage to these gentlemen who have traveled so far 
to bring their viewpoints before the committee. 

The Chair might state at this time that this committee last year 
heard testimony on similar legislation, reported a bill that was passed 
in the House, but bogged down and never obtained Senate passage. 

Mr. Digs. Mr. Chairman. 

The CuarrMan. Mr. Dies. 

Mr. Dies. Would it be possible for these gentlemen to make brief 
statements and put their full statement into the record? I think 
most of the members of the committee are familiar with this legislation. 
I think most of the members have their minds made up. I know I 
have. 

The CuarrMan. I think that may be possible. 

Mr. Floberg, representing the association, of course, will need to 
make his statement fairly complete and we do not want to curtail 
anybody’s statement. But, it might be possible to follow the sug- 
gestion made by the gentleman from Texas later on in the day, and 
with the assurance that the full statements will appear in the printed 
record. 

Mr. Floberg, we are happy to have you before the committee. You 


may proceed with your testimony. 


STATEMENT OF JOHN F. FLOBERG, CHAIRMAN, CONFERENCE OF 
LOCAL AIRLINES, WORLD CENTER BUILDING, WASHINGTON, 


D. C. 


Mr. Fioserc. Thank you, Mr. Chairman. My name is John F. 
Floberg. I am chairman and Washington counsel of the Conference of 
Local Airlines in whose behalf I appear today before this committee 
in support of H. R. 2225 and H. R. 526. My local address, and that 
of the conference, is 800 World Center Building. 

The Conference of Local Airlines is an association made up of 14 local 
or feeder carriers: Allegheny Airlines, Bonanza Air Lines, Central 
Airlines, Frontier Airlines, Lake Central Airlines, Mohawk Airlines, 
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North Central Airlines, Ozark Air Lines, Piedmont Airlines, Pioneer 
Air Lines, Southern Airways, Southwest Airways, Trans-Texas Air- 
ways, and West Coast Airlines. On March 31, 1955, Pioneer will 
cease to be a member of the conference as its merger into Continental 
Airlines, a trunk line, becomes effective. 

I wish at this point to express to you my appreciation and that of all 
the members of the conference for furnishing us this opportunity to 
discuss our problems with this committee and to present our views on 
H. R. 2225 and H. R. 526. 

Local service or feeder airlines have come into existence since the 
end of World War II. They are the new and small businesses that 
have been established in the scheduled air-transport industry in ac- 
cordance with the Civil Aeronautics Act. The oldest of the feeders 
has been operating less:than 10 years, while the youngest has been 
operating only 4% years, and I believe that in the course of this state- 
ment I shall be able to demonstrate the amazing progress that their 
enterprising managements have accomplished in these few years. 

In August 1943, the Civil Aeronautics Board initiated a public 
investigation to determine the feasibility of extending scheduled air 
transportation to small- and intermediate-size communities. By 
January 1944 there were on file with the Board over 400 applications 
for new domestic air services. 

During extensive hearings before an examiner of the Civil Aero- 
nautics Board all segments of the air-transport industry, as well as 
other transportation groups, presented evidence. After the issuance 
of the examiner’s report and oral argument by many of the parties, 
the Civil Aeronautics Board in July 1944, announced its opinion. 

In this opinion the Board recognized the many problems involved 
in certificating a new class of air carriers to serve small- and inter- 
mediate-size cities, but it also recognized the responsibility imposed 
by the Civil Aeronautics Act— 
to encourage the development of an air-transport system properly adapted to the 
present and future needs of the commerce of the United States, the postal service, 
and the national defense, and to encourage the development of civil aeronautics 
‘generally— 
and because of this congressional directive the Board decided to 
authorize local or feeder service on an experimental basis, 

Over the next few years the Civil Aeronautics Board authorized 
20 local service carriers to perform air services by granting certificates 
of public convenience and necessity. Each of these carriers went 
through the full procedure required by section 401 of the Civil Aero- 
nautics Act; each filed an application; each waited its turn on the 
Board’s docket; each presented evidence in long and complex hearings; 
and each argued its case to the Board. Each proved to the Board 
as required by section 401 (d) that it was ‘“‘fit, willing, and able to 
perform such transportation properly, and to conform to the pro- 
visions of this chapter and the rules, regulations, and requirements 
of the Board.” 

In each case the Board determined that the public convenience and 
necessity required the service which it was certifying. The results 
which have followed the certifying of local independent airlines have 
proved the wisdom of the Board’s action. By bringing new small 
and locally conscious businesses into the industry, the local carriers 
have generated traffic at points formerly served by the trunks far in 
excess of that developed there by the trunks. Example after example 
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could be given of cities where the local service carrier has doubled or 
trebled, or more, the number of passengers which trunklines, formerly 
treating the town in question as a mere interruption in a long-distance 
flight, which flight was scheduled primarily for the convenience and 
traveling schedules of the long-distance passengers, formerly carried. 

This growth is easily explained in the fact that the local airlines are 
devoted completely to the small and intermediate size communities 
and have geared their flight operations and sales solicitations programs 
to fit these communities, regardless of their requirements, into the 
long-distance operations characteristic of the trunks. 

T oday we have 14 local service airlines offering air service to the 
small communities in the United States. In addition to the original 
proceeding for a certificate of public convenience and necessity de- 
scribed above, all these 14 airlines have successfully undergone the 
proceedings for at least 1 renewal of their certificates. The following 
charts show the details of the local service carriers’ certificate author- 
izations and renewals: 

I will not read those charts. 

The CuHatrMAN. At any point where you have exhibits or something 
that should be for the record, if you desire, just so state and it will be 
included. 

Mr. Fioserc. Thank you, sir. 

(T he chart referred to is as follows :) 








Original certificate 














Carrier | | 
. ‘ Jate service Ne “— . 
Effective date | Senco came Expiration date 
ase eneeeeinionmiae sienna — —|— _ zm 
Allegheny eae January 1949_ erage March 1949_ __ ; 3 | January 1952. 
Bonanza. - ....| November 1949_.......| December 1949__---. 3 | December 1952. 
Central. - : | November 1946__-- September 1949 ___-_- | 3 | May 1950. 
Frontier ___ ‘ March 1946 __........| November 1946__.- 3 | March 1949. 
Lake Central _ _- February 1948_-- | November 1949-___- 3 February 1951. 
Mohawk... June 1948 . .| September 1948 | 3 | June 1951. 
North Central October 1947. _.----- February 1948-_-- ‘ 3 October 1950. 
Ozark September 1950__--- September 1950 3 | September 1953. 
Piedmont December 1947_- ..| September 1948. _..._-| 3 December 1950. 
Pioneer _ _- ...| November 1943. _...-.| August 1945. -- | 3 | December 1946. 
Southern ; February 1949 | June 1949. _...-- 3 | February 1952. 
Southwest | May 1946 December 1946_- 3.) November 1949. 
Trans-Texas | November 1946........| October 1947_ 3 | May 1950. 
West Coast __- | May 1946___-- ....| September 1946 3 | September 1949. 






Renewed certificates 































Carrier ist renewal 2d renewal 
one Expiration date eon | Expiration date 
| 

Allegheny... ee 5 December 1956___--- ciate 

Bonanza _.- = 3 December 1957-- ---- pias 

Central __- 4 February 1956.___..--- lee 

WUE Thx lcccccecents 6 March 1955 ___- () 

Lake Central_____- EPS 4 December 1954. _ ..------ 1 | December 1955. 

Mohawk Sie meee 7 June 1958. ____-- : io 

North Central _- akan 5 September 1955. _- 

Ozark. ais Shi aaa eta eileen s 3.5 | September 1958 _ ___-- i dia 

PENNING inccccsdeutcctin dnade 7 | December 1957__---- ize 

EE ES ee ee 3 | November 1949.........--- 5 | September 1954. 

CN ooo amet deinen ae 5 | December 1956-_.---- Sa ee a 

SELES eee eee 5 Septem ber 1954. __ J () 

OS, eae 4 es a cine tne @) 

OE NN 5 cides wiesaan / 5 September 1954_-_--...-.-- () 

















1 Prehearing conference scheduled for Feb. 24, 1955. 
2 Hearings completed, pending examiner’s decision. 
3 Prehearing conference scheduled for Mar. 1 1955. 
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Mr. Fiosera. There are a couple of observations I would like to 
point out and that is in connection with these charts. The arith- 
metic of the number of years for renewal does not always add up 
precisely with the calendar dates upon which the previous certificate 
expired. That is due both to individual corporate genealogics and 
to some of the ve in the way the certificates are worded. 
For example, a 4-year renewal does not mean necessarily that the 
expiration date of the renewal will be 4 years from the expiration 
date of the original certificate. However, that is the best we can do 
in characterizing these. I would like to point out that everybody 
has been through at least one of these renewals, and our position is 
that at some time an experiment ceases to be an experiment and 
that the venture becomes a successful or an unsuccessful experiment 
and at that time there is an appropriate opportunity to permanentize 
a situation in which the experiment has proven that it was successful. 

Mr. Hinsnaw. Mr. Chairman. 

The Cuatrman. Mr. Hinshaw. 

Mr. Hinsuaw. If I may inject a statement concerning the table, 
I see the expiration dates—that is what you have been discussing 
here? 

Mr. Fiopera. Yes, sir. 

Mr. Hinsuaw. 1954 and 1955 are shown and no second renewals 
have yet been issued, and that is for the Pioneer. 

Mr. Fiosera. The Pioneer, as I mentioned, Mr. Hinshaw, is in 
the process of merger with Continental. 

That merger has been approved by the Civil Aeronautics Board 
and is scheduled to become effective March 31. Pioneer has oper- 
ated under the provisions of the Administrative Procedure Act since 
its certificate expired, and the position taken by the parties and con- 
firmed by the Board, is that the merger was both feasible and within 
the provisions of the Civil Aeronautics Act, regardless of the fact 
that the certificates had expired. 

That is actually one of the points raised in the proceeding. 

Mr. Hinsuaw. Here are some you know that are away past renewal 
time. 

Mr. Fiosperea. Oh, ves, sir. 

Mr. HrtnsHaw. And they have not yet been issued. Hearings have 
been completed and prehearing conferences scheduled, and so forth 
and so on, but they are definitely in jeopardy as of such and such a 
date, in 1954. 

Mr. FLospere. Each one of these airlines you are referring to is in 
purgatory right now. 

Mr. Hrnsuaw. And there is no possibility at any time during that 
period for a financing or refinancing scheme to be worked out, is there? 

Mr. Fiopera. No, sir. Each one is in purgatory right now. 

Mr. HrnsHaw. That is ridiculous. It is absolutely unexplainable. 

The CuatrMaANn. Any further questions? 

Mr. Hinsuaw. No, Mr. Chairman. 

The CHarrMAN. You may proceed then with your statement, Mr. 
Floberg. 

Mr. Fioperea. H. R. 2225 and H. R. 526, if enacted, will grant to 
the local service airlines the same type of grandfather rights that the 
Civil Aeronautics Act of 1938 granted to the trunklines. The presi- 
dents of the local airlines will testify in detail about the time-consuming 
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renewal proceedings which the local service carriers must undergo and 
about the tremendous aid which permanent certification would be to 
this segment of the industry. 

There are at this very time 4 of the local carriers in the process of 
litigation for their second renewal certificates, and 2 renewal cases 
have been recently completed. (Ozark renewal certificate dated 
January 6, 1955, effective March 7, 1955, and Bonanza renewal cer- 
tificate dated January 25, 1955, effective March 26, 1955.) 

That is, even if the Ozark case can be called completed. It is still 
in a transitory state. 

These presidents will testify concerning the burden of time and 
expense placed on their companies by these renewal proceedings, as 
well as the serious diversion of executive talent to them, which talent 
could well be used to greater advantage in the day-to-day operation 
of the lines. You will likewise hear testimony of the substantial 





investment of time and money which municipalities, States, and other { 
users of the service of the local carriers devote to the periodic renewal : 
proceedings. 

The local airlines as an industry group have been in operation Iess . 
than 6 years. Today the local airlines have a route structure of ap- ; 


proximately 30,000 miles and serve 444 cities in 42 States. Over 47 
million people reside in the areas served by the local carriers. Of the ; 
444 cities served, 264 cities are served exclusively, most of them for 
the first time, by the local airlines. I have attached at the end of my 
statement a list by States of the cities served. 

I have here two maps of the United States which show somewhat 
more graphically than can any list the extent of service which the local 
airlines are rendering. I believe these charts show the degree of 
acceptance of local air service by the public and show the wisdom of 
the Board’s action in certifying air transportation to the smaller and 
intermediate size cities of the United States. 

(The maps above referred to are herewith inserted.) 

Mr. FLospera. These two charts are reproduced, gentlemen, in your 
statement at pages 6 and 7, for your further convenience in referring 
to them. 

Now, turning to page 8. 


sear a a 


nasitar tio in 
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PROGRESS OF THE LOCAL CARRIERS 


The following table indicates in purely statistical form the growth 
of the local airlines over the last 10 years. 

Mr. Chairman, I will submit these tables for the record rather than 
read them in detail, but they are I believe eloquent evidence of the 
progress that these airlines have demonstrated. 
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The CuarrMan. They will be included in the record. 
(The table referred to is as follows:) 


The following table indicates in purely statistical form the growth of the local 
airlines over the last 10 years: 


Local service airlines revenue growth, 1946-54 


Passengers | 


Mail 











| 
Express and | 








Year | freight Other 
= —— — — a “ss . — 
| 
1946_. $314,638 | $1, 558, 614 $13, 008 | $44, 797 
1947. . | 2, 280, 124 5, 057, 097 60, 179 150, 931 
+ mR a heehee ed “| 23s¢007| igoscoos | aenise) ari aee 
Sgeccwocabincacedgmoqssercwsceccsageonecosiion ‘, »UUE . . . «il, ) 
1950. | 10, 302, 859 16, 384, 321 | 442, 046 763, 718 
| ee ee 15, 757, 569 18, 575, 430 629, 886 | 962, 801 
1952. - __-| 19,171,798 | 21, 151,074 | 593,661 | 805, 878 
TGs 355s -_| 22,651,768 | 24, 182, 057 903, 003 | 763, 760 
1068. cusvaedibeacesdhosssccse; cures dpsacveies | 27,621,129 | 24,656,008 | 1, 001, 261 “4 1, 164, 092 
Local service airlines traffic, 1945-54 
<a -— , : 2 Sadie : i ee 
y | Revenue | — eed i | Total revenue 
Year | passengers Airmail Express Freight [; fom iniles 
: 4 3 
j | } | 
| Ton miles Ton miles | Ton miles | Thousands 

1066. 42 Fo 4, 452 | 74, 510 10}: : 202 
1946. - .| 25, 118 | 60, 088 24, 354 | 25 688 
BR wesc acs caotabienesenes 235, 585 | 167, 564 117, 523 | 62, 039 | 4, 682 
BS oy ae Gen cae 425, 695 | 361, 984 189, 550 | 264, 794 9, 040 
I 5505, 15 aie can aaa 683, 811 | 432, 628 320, 143 | 435, 993 14, 328 
BN iin ai Mn ek ed eames 987, 931 | 559, 085 614, 139 | 714, 346 | 21, 480 
eee 1, 462, 083 765, 456 | 864, 946 | 884, 417 | 30, 709 
1952. . | 1, 703, 730 | 893, 057 866,526 | 1, 081, 319 | 35, 130 
10me. ss. --| 1,998, 128 | 976, 003 927,571 | 1, 149, 9065 | 39, 625 
1954. 2, 423, 485 | 1, 042, 954 1, 158, 347 | 47, 154 


Mr. FLoBER 


G. 


1, 227, 083 | 





In 1954 the local airlines carried 2,423,485 revenue 


passengers. You will note that total commercial revenues in 1954, 
exclusive of mail pay, were approximately $29,786,500. Thus the 
number of revenue passengers has increased by about one and a half. 
times in the last 4 years and so has the total of commercial revenues. 
The growth of the volume of mail handled by the local service air- 
lines has increased from 559,000 ton-miles in 1950 to 1,227,083 in 1954. 

I would like at this point to refer to three charts which I have pre- 
pared and which show first, the operational progress, second, the 
revenue progress, and third, the progress per aircraft-mile of the local 
carriers over the last few years. 

(The charts are as follows:) 
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PROGRESS 
14 LOCAL AIRLINES 


PER MILE 
PSGRS | CENTS 














48 49 50 51 32 53 54 


Mr. Fiosere. I would like to refer particularly to the first of these 
charts, gentlemen, which is reproduced on page 10 of the statement 
which you have. 

I would like to point to the black curve on that chart which shows 
this increase in revenue-miles from 18 million in 1948, to over 48 million 
in 1954. 

I would like to point to the yellow curve, the number of revenue 
passengers, which has grown from 426,000 in 1948, climbed steadily 
to 2,423,000 in 1954; an increase of approximately 6 times. 

I would like to point to the red curve which indicates the number of 
revenue passenger-miles, going from 88 million in 1948 on up steadily, 
climbing up to 461 million. In other words, an increase of over four 
times in 1954. 

I would like to point to the blue curve, mail ton-miles, climbing 
from 333,000 in 1948, steadily to 1,227,000 in 1954. 

And happily I would like to point also to that green curve, which is 
the mail pay, compared with passenger-miles, and is declining, happily 
and steadily, from 11% cents in 1948 to 5.33 in 1954. 
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Turning to the next chart, gentlemen, a chart which will indicate 
the comparison between gross commercial revenue and gross mail pay 
on an industry basis of these 14 airlines, I would like to point first of 
all to the green pipe which is the commercial revenue of this industry, 
and show that it has been climbing steadily from $4,900,000, in 1948, 
to just under $30 million in 1954. 

Simultaneously, the mail pay has been climbing from $10 million in 
1948 to just under $25 million in 1954. 

You will note on this chart, gentlemen, that in 1951, commercial 
revenues have almost caught mail pay—gross figures—and you will 
note that that situation remained approximately stable in 1952 and 
1953. The breakthrough came when the commercial revenues for 
the first time exceeded the mail pay in 1953 and now in 1954, the latest 
complete calendar year, you will note that commercial revenues 
exceeded mail pay on approximately a 6-to-5 proportion. 

There is every indication that we are going to be able to inerease 
the disparity there. 

Now, turning to the third chart, gentlemen, a chart which is based 
on a per plane-mile unit of measurement—and I[ have taken here every 
year from 1948 to 1954—you will notice that per plane-mile there has 
likewise been a continuous and steady improvement. 

The vellow curve indicates the climb in commercial revenue in cents 
per plane-mile, from 27 cents in 1948 to over 61 cents in 1954. 

Mr. Heseiron. Mr. Chairman, may I ask a question? 

The Cuarrman. Mr. Heselton. 

Mr. Heseitron. What do you mean by per plane-mile? 

Mr. FLosere. That is per aircraft-mile flown. This is the number 
of cents of commercial revenue for every mile that the aircraft covered 
in operations. 

Likewise, you will notice that the green curve has climbed steadily. 
That is the number of passengers per aircraft-mile, and it has climbed 
from below 5 in 1948 to just under 10, in 1954. 

At the same time you will note that mail pay per aircraft-mile has 
declined slightly, but very steadily, from 1948 to 1954, from over 
56 cents to under 51 cents. In other words, any increase in costs due 
to normal inflation that has taken place since 1948 has not been at 
the expense of the Government. 

This industry has been able to match any inflationary tendency. 

More than that, Mr. Chairman, there is ability to generate increased 
commercial revenues. 

As I say, gentlemen, these charts are reproduced at pages 10, 11, 
and 12 of the copy of the statement that you have. We could not 
reproduce them in color, but I believe this is clear for your further 
study. 

I want to make the special point that these performance figures of 
the local carriers, both financial and operational, are up to date because 
last year the argument was made by opposing witnesses that the 
feeders were “not progressing toward self-sufficiency.’’ On the basis 
of the demonstrated 21 percent increase in number of revenue pas- 
sengers carried in 1954 over 1953, the 26 percent increase in mail 
ton-miles, the 19 percent increase in revenue passenger-miles, the 
15 percent increase in commercial revenues, the 10 percent increase 
in average passenger loads, and their 97.65 percent performance 
factor, I submit that the local carriers are making spectacular progress 
toward self-sufficiency. 
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All reports so far indicate that January 1955 is far outstripping all 
previous years. One carrier reports its January business to be 87 per- 
cent above a year ago; another reports a 74 percent increase, and since 
preparing this statement, I have learned that 1 had a 250 percent 
increase, and so forth. 

Naturally the rapid rate of increase cannot be expected to continue 
indefinitely, but there are no signs yet of a leveling off. I mention 
this point specifically because last year there was some discussion 
by witnesses opposed to legislation similar in purpose to H. R. 2225 
and H. R. 526 to the effect that the local carriers had nearly reached 
their peak. Since the airlines carry less than 2 percent of all common 
carrier passengers on journeys under 250 miles, it seems to me that 
better service and better equipment create a great likelihood for a 
continuous growth toward a higher percentage. Just achieving a 4 
percent penetration of this market would mean more than doubling 
the current volume of traffic, and the market available in the diversion 
of travelers from private automobiles is practically unlimited. 


THE MATTER OF SUBSIDY 


Discussion of the local airlines always raises the question of subsidy. 
Everyone will admit that subsidy, in whatever connotation, is a dirt 
word, and I assure you that evey one of the local carriers is anticipating 
eagerly the day it is subsidy-free. At the same time it must be 
realized, however, that airline subsidy had its origin in the realization 
by a predecessor Congr ess that the safety of air travel was inseparably 


bound to the economic health of the carrier. That philosophy was 
the basis for the “need” mail pay provision in the Civil Aeronautics 
Act of 1938. A tremendous growth in civil aviation has resulted from 
the effectiveness of that policy. 

In recent years the concept of subsidy has been refined so that 
“need” mail pay has been separated into service mail pay and subsidy 
mail pay. The subsidy portion of mail pay represents actually a 
subsidy paid to furnish air service to the smaller communities that 
could not, merely by virtue of their population density, generate 
commercial revenues sufficient to pay the total cost of airline opera- 
tion. Although paid in form to the airlines furnishing the services 
in question, the subsidy actually is received by the communities 
served in the form of service. An analogy is seen by reference to the 
mail carrier on the rural free delivery route; he is subsidized in the 
sense that the postal patrons whom he serves do not generate sufficient 
postal revenue to justify their mail service on a purely commercial 
basis, but no one would question the policy which has long called for 
the furnishing of adequate mail service, supported by revenues 
obtained from other sources, to rural residents. 

Actually, I am not quite sure why the subject of subsidy is always 
raised in connection with that of permanent certification. The two 
seem to me to be quite separate. The Civil Aeronautics Board has 
complete control over the subsidies, and I see nothing in the Civil 
Aeronautics Act that requires the payment of subsidy on all certificated 
routes. 

The latest estimate, however, for subsidy payments by the Civil 
Aeronautics Board to the local service airlines in fiscal year 1955 is 
approximately $24,892,000. The President’s budget now in the 
hands of Congress has estimated the fiscal year 1956 figure as $24,950,- 
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000. These are the amounts which the Board will spend to provide 
air service to the 444 cities, and exclusively to the 264 cities, on the 
routes of the local airlines to which I referred previously. 

If anything in the local carrier picture has reached its peak, it looks 
to me like it is the gross subsidy bill, and every indication from the 
commercial revenue figures is that it will soon start downward. 

At this point I would like to emphasize that a considerable pro- 
portion of the so-called subsidy returns to the Federal Government, 
not only in the form of service, but also in actual cash. The local 
airlines are productive sources of various kinds of tax revenue. They 
collect excise taxes on transportation on the order of $3 million. They 
pay oil and gasoline taxes on the order of $1 million. They provide 
an annual payroll of $27,862,000 subject to Federal income tax and 
on which they pay payroll taxes of over $600,000, a figure matched 
by the social security taxes paid by employees. The revenue to the 
Federal Government for the mail generated by the local carriers is 
nearly $9 million. Thus some $14 million may properly be considered 
in diminution of the gross subsidy paid to the feeders. 


DEFENSE VALUE OF THE FEEDERS 


There is one further aspect to the economic value of the local 
carriers which is hard to evaluate in terms of dollars, but is certainly 
of substantial value. Although the argument admittedly has a 
number of variables in it, I refer to the defense potential of the 
equipment and personnel in the service of the feeders. 

The feeders operate 161 scheduled aircraft and they employ 430 
flight crews. The military services normally consider that the main- 
tenance and operation of a DC-3 type aircraft, including its overhaul, 
the engine overhauls, gas, oil, operating costs, and everything exc ept 
the pay of personnel is, in round figures, $100,000 per plane per year. 
This is, in other words, the price tag on both the service received from 
the aircraft and, equally important, the immediate availability of the 
aircraft on a fully operational basis in the event of emergency; mul- 
tiplying by 161 gives a total of $16.1 million. 

The military services can likewise figure the cost of a three-man 
DC-3 crew in the regular service at approximately $12,000 per year 
per crew. Once again, this is the price tag on both the service 
rendered by the personnel and their instant availability in the event 
of emergency; multiplying by 430 gives a total of $5,160,000. The 
price tag on a crew in the Reserves is, of course, much lower—less 
than $1,000 per crew per year—but, although the Reserves furnish 
a splendid source of talent at bargain counter prices, there are certain 
obvious limitations on both their current flight experience and their 
immediate availability in the event of emergency as compared to the 
Regular forces. 

And further consideration must be given to the approximately 
1,000 mechanics and approximately 1,000 other skilled personnel in 
the employ of the local carriers and on whose availability I have not 
even tried to put a price tag. Likewise unpriceable from a defense 
standpoint are the airports and operating bases, with their trained 
personnel, from which the local carriers fly, but certainly their avail- 
ability in event of emergency is of great value. 

Although it is admittedly not possible to convert the 161 aircraft, 
the 430 flight crews, the 1,000 mechanics, the 1,000 other skilled 
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personnel, and the bases of the feeders into direct dollars of defense 
value, I submit, gentlemen, that the element of our country’s total 
airpower represented by the state of availability of both the equip- 
ment and the personne! is a multi-million-dollar defense asset which 
must be considered as a setoff in relation to the subsidy paid to the 
feeders. 

COMPARED TO TRUNK CARRIERS IN 1938 


The following chart lists 10 important traffic and revenue figures 
for the domestic trunk air carriers for 1938, the year in which the 
domestic trunks received their grandfather rights, analogous to 
those which H. R. 2225 and H. R. 526 would confer on local carriers, 
and shows the relative positions of the trunks as of that date com- 
pared with the local service carriers a year ago and again today. 

(The chart referred to is as follows:) 


Domestic 
All domestic Big Four carriers other | Local airlines, Local airlines, 
carriers, 1938 ' carriers, 19382, than Big | 1953 1954 
Four, 1938 


Mail revenue........--..----| $15, 751, 408 $10, 630, 640 $5, 120, 768 $24, 182, 057 $24, 656, 008 
. Nonmail revenue _-- =a 26. 499, 322 22, 218, 086 4, 281, 236 24. 318, 531 29. 786, 482 


Total revenue___- ° 41, 250, 730 32, 848, 726 9, 412, 004 48, 500, 588 54, 442. 490 
Profit__- g La (967. 177) (802, 958) (164. 219) (1, 149, 118) (1, 534, 913) 
Revenue-miles flown __- 68, 543, 355 48, 975, 368 19, 567, 987 44, 841, 634 48, 446, 581 

Revenue passengers __-- 1, 168, 489 884, 917 283, 592 1, 998, 128 2. 423, 390 
. Revenue passenger-miles___. 475, 599, 717 393, 180, 611 82, 419,106 | 386, 881, 000 461, 708, 000 
Pounds airmail - - 5 : 22, 890, 968 16, 623, 333 6,267,635  310,596.400 412, 494, 340 
Mail, ton-miles_.-- - wale 7, 446, 590 6, 145, 475 301. 115 976, 003 1, 227, 7: 
. Route-miles____- opens 34, 517 | 21, 285 13, 232 22, 205 22, 127 


1, 
2 

3. 
4. 
5. 
6. 
7 

8. 
9. 
0, 


1 


American Airlines, Inc., Braniff Airways, Chicago & Southern Air Lines, Colonial Airlines, Continental 
Air Lines, Delta Air Corp., Eastern Air Lines, Inland Airlines, Mid-Continent Airlines, National Airlines, 
Northeast Airlines, Northwest Airlines, Pennsylvania-Central Airlines Corp., Transcontinental & Western 
Air, United Air Lines Transport Corp., Western Air Lines, Inc. 

2 American Airlines, Inc., Eastern Air Lines, Transcontinental & Western Air, United Air Lines Trans- 
port Corp. 
3 12 months ending 3d quarter, 


Mr. Fiopere. While you are looking at that chart, gentlemen— 
I will not read it to you—lI will, however, call to your attention the 
sixth item, the number of revenue passengers which the local airlines 
carried in 1954, 2,422,390, as compared to the number of revenue 
passengers which the local airlines carried in 1953, 1,998,128, and as 
compared to the number of revenue passengers which all of the 
trunklines carried in 1938, 1,168,489. 

I likewise call to your attention the fifth item, the revenue miles 
of the local carriers in 1954, 48,446,581, as compared with the trunk- 
lines, flying the long trunk routes, in 1938 of 68,543,355. 

I likewise call your attention to the second item, the nonmail 
revenue of the local airlines in 1954, $29,786,482, as compared with 
the nonmail revenue of the trunks in 1938 of $22,218,086. 

Also I would like to call to your attention the seventh item, revenue 
passenger-miles, 461,708,000 by the local airlines in 1954 as compared 
to 475,599,717 for the trunklines in 1938, with the trunks flying the 
long transcontinental routes. 

Now, I not only submit that these figures eloquently show 

Mr. Hae. Mr. Chairman. 

The CHarrMan. Mr. Hale. 


60213—55——2 
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Mr. Hate. I notice that the route miles have declined very slightly 
from 1953 to 1954. What is the explanation for that? 

Mr. Fioserea. In the course of renewal procedures there were a 
few adjustments in routes and in segments and there have been a few 
net losses of miles, as unproductive segments were dropped. 

Mr. Hause. Generally the trend is not in that direction? 

Mr. FLopere. No, sir; the general trend is undoubtedly in the other 
direction, although these routes are fairly well stabilized now. 

Now, there will be improvement, and I will come to that point later 
in my statement; but certainly the service in general is not going to 
show any diminution either in point of service or mileage served. 

Mr. Haxe. That is all. 

The CHarrMAN. You may proceed, 

Mr. F.Losera. I not only submit that these figures eloquently show 
the readiness of the local airlines for permanent certification, as com- 
pared to the readiness of the trunks in 1938, but I suggest that the 
comparison is so favorable to the local airlines that an argument that 
they are not now ready for permanent certification can only be in- 
terpreted as a reproach to the Congress for the action it took in 1938 
with respect to the trunks. 

One of the arguments advanced last year in opposition to the prin- 
ciple of permanent certification was that such certification would 
interfere with the development and improvement of the local carriers’ 
routes. Certainly all the local carriers are anxious to improve and 
develop their routes, and it may be assumed that over a period of 
time there will be modifications and improvements (although some 
recent decisions of the Board inspire doubt that it may be relied upon 
to improve the route structures of the feeders without further specific 
instruction from the Congress.) 

This subject, however, seems to me to be totally unrelated to the 
matter of permanent certification. I believe that section 401 (h) of 
the Civil Aeronautics Act, which gives the Board the power to “alter, 
amend, modify, or suspend any such certificate, in whole or in part”’ 
includes all the power necessary for route development. Just to 
demonstrate that the granting of permanent certificates to the trunk 
carriers in 1938 had no inhibitory effect on the development of their 
routes, I wish to refer at this point to two charts, one showing the 
trunk routes as they currently exist, and the other showing them as 
they were in 1938 when the trunk carriers received their grandfather 
certification. 

(The two charts referred to are herewith inserted.) 

Mr. Fiosere. Now, gentlemen, on this map I have here, I have 
the trunklines currently in existence shown in black on this map and 
as they were in 1938 shown in red, and I realize that is hard for you 
gentlemen to see where you sit. 

What it really means is that every black line not covered with a 
red line is a new route or segment since 1938, and every red line not 
covered with a black line is a route or a segment in effect in 1938, 
but not now in effect. 

I could not show these overlays on your statement, but I have 
reproduced these charts on pages 21 and 22 of your statement and I 
believe that by an examination of them that these points will become 
quite clear to you. 
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al Airlines, Inc. 14, 34, 41, 46, 51, 55 5,29 7 Ps. 6 | onmation 
na Air Transport CAT \. SAN ANTO™IO a~ ee La P : 4 5, 6,259 36 as 
al Airlines, Inc. 71, 7F, 72, 72F \ GALVESTON 
5 ental Air Lines, Inc. 29) % 6,10, 3! 
a 7 bong Inc, 8, 24, 54 : $t pETERS 
Air Lines, Inc. ano ty 65.2 OF \ LEARW 
Airlines, Inc. 31, SIF, 39 . SAR 
ast Airlines, Inc, 27, 27F FAM-26 BRAO 
Airlines, Inc, 3, 3F \ 
World Airlines, Inc. 2, 38 “/LAREDO 
Lines, Inc. 1, 17, 57 NUEVO LAREDO 
Kir Lines, Inc. 13, 19, 28, 35, 52, 63 TO MEXICO CITY \ wi amt 
Via a 
9 
ended effective October 19, 1954 *WIERREY \ * - A 
\ yer 2 
a ’ 
~ ’ y 
* Seasonal Point won ( ~ 
BROWNSVILLE 7 ees 
tt Point authorized by Temporary Exemption ut 
{ 
7O HAVANA CIVIL AERONAUTICS BOARD 


; of the points authorized to Braniff, Continental, Delta, 
, National and Northeast are for limited periods. 


BUREAU OF AIR OPERATIONS 
ROUTES AND CARRIER RELATIONS DIVISION 


60213 O - 55 ( Pace p. 14) No.2 
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If you take any point in the United States you can see the modifi- 
cations that have been made since 1938. 
Now, turning to page 23 of my statement. 


THE RECENT CAB REPORT 


You gentlemen are familiar with the letter dated December 17, 
1954, which the Chairman of the Civil Aeronautics Board addressed 
to the chairman of the Interstate and Foreign Commerce Committee 
of the Senate on the subject of permanent certification of the local 
airlines. You likewise are familiar with the enclosures to that letter 
and with the inferences and conclusions which the Chairman of the 
Civil Aeronautics Board sought to have you draw from the enclosures. 

There are a great many fallacies in the 15 measuring sticks which 
the Board employed, but a major weakness is that 1954 figures, and 
the tremendous improvements of the local carriers represented by 
those figures, were not available to the Board at the time the letter 
was written. I have, however, taken, for whatever they were worth, 
the very measuring sticks which the Board used and have modernized 
them for the 14 carriers by incorporating 1954 statistics. I emphasize 
that some of these 1954 figures are necessarily preliminary and that 
there undoubtedly will be some adjustments on the basis of the final 
figures; they are, however, the best modern figures available, and the 
adjustments will not materially alter them except in certain individual 
items. The improvement which they reflect is little short of amazing. 

Now, gentlemen, these tables are much too long to consume the 
time of the committee here this morning and in the interest of expedi- 
tion I will not go through them in detail. As a matter of fact, I 
suggest that pages 24 to 31 in my statement are not particularly 
relevant anyhow, because these are the pages in which the Board 
attempted to compare individual carriers with industry averages, and 
I maintain as long as you have any number of carriers you always have 
some above average and others below average. 

I think by applying the same logic that the Civil Aeronautics 
Board used in its analysis here we could safely say that 4 choirs of 
angels and 6 of the 12 apostles were below average, so I will not read 
these charts on pages 24 to 31. 

Mr. Hinsuaw. Mr. Chairman. 

The C#arrMan. Mr. Hinshaw. 

Mr. Hinsuaw. I think it is well known that the average thing or 
the average person is just as close to the bottom as he is to the top. 

Mr. Fioserca. Yes, sir; that certainly is true. 

In enlarging on that point slightly, there are some things that 
neither the Civil Aeronautics Board nor the Congress of the United 
States can change, and included in those things are the geography and 
the population distribution of the United States. There is nothing 
that this committee or the Congress or the CAB can do to make the 
population of Gunnison, Colo., the same as that of Syracuse, N. Y., 
or the population of Tonopah, Nev., the same as that of Johnstown, 
Pa., or the population of Enid, Okla., the same as that of Norfolk, Va. 

But, I would like to know who there is to say that the people of 
Gunnison, or Tonopah, or Enid, are not just as much entitled to air- 
mail service as the people of Syracuse, Johnstown, or Norfolk, or at 
least who would have the temerity to say that they should be penalized 
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merely because they happen to be in relatively sparsely populated 
areas. 

Mr. Harris. I imagine that you want these statements included as 
part of this record? 

Mr. Fiosera. Yes; and I will be glad to go through any of these 
tables that you gentlemen are interested in. I just thought in the 
interest of expedition, | would skip over these tables over to page 63 
of my statement. 

The CuarrMan. They will be included in the record. 

(The tables above referred to are as follows:) 










TaBLe 100.—Summary of ali carriers and all measurement groups for 1954 





Group I: Measurements of financial operating results 
Il: Measurements of traffic density 
III: Measurements of progress 





































Number of measurements in which the 
carrier made favorable showing in 1954 
| | 

Carrier a Group I: | Group II: Group ITI: 

4financial | 4 traffie 7 progress 

measure- measure- measure- 

ments in ments in ments in 

total | total total 
ae 

Mohawk All 15 4 oe 7 
Allegheny. -.-- All 15 4 | 7 
Southwest ____- 14 4 6 
North Central - - - 14 | 4 7 
Piedmont___.-...---- 13 4 | 5 
Bonanza... - -- lautone Sackinee tine ee 12 4 7 
Peneet 2 ss . 66. b5s5 is . s 9 4 1 
A oka are seal neae el Ti ais: plncsamianubcaglnie 7 
Seuss. . 352.2522. Ot Pete aes ae , 
Went. Const... ..«.- n+. 7 3 
gg Ail Muley sl 7 7 
Tremere: . dosnii lay. .f6 5. cde ie 7 7 
Sg gl ince san aw pene adie danmurh acebeel 6 6 
BA ot hn 3h hk rd eddie duck cauneeu 6 6 








| 
} 
| 
| 
i 





Source: Tables 101-103,  aitiaiind. 





TaBLE 101.—Summary of group I: Measurements of financial operating results 





Were the carrier’s financial operating results better than the average in 1954? 






[Relative rank of carrier shown in parentheses} 












































Dollar-for- | s ; | 
| dollar com- | — — | come os | Commercial 
Nid ss Total mercial pe y pe I t | revenue 
Carrier ; | revenue | dollarof | aa 
number | revenues | me | .» | per revenue 
| plane-mile | commercial . 
and break- | fl Ano plane-mile 
| even need | own | revenue 
sinister ni a a cea ss -_ i yer ert 
IIS « cenk en tene aes oof BB Asi os anry Yes (1)....-. | Yes (1)....-. | Yes (1)......| Yes (1). 
Southwest. __ ore ST Ue cape cot iene a | Yes (5)...-..| Yes (2)......] Yes (2). 
Pioneer__.........--- ----| All4_.......] Yes (8)... ro Yes (4)......| Yes (3)......| Yes (3). 
Piedmont. -- IEEE. «dence t Yes (4)- Yes (2)...-.-| Yes (4)---- -| Yes (6). 
Allegheny - i ~77| AM 4.2222277} Yes (6) _- “*] Yes (3)......| Yes (5)......| Yes (4). 
North Central... i bE. odie -| Yes (5)......| Yes.(6)-..--- Yes (6). --| Yes (5). 
Bonanza : ..-| All4 Yes (7)-.- | Yes (&)-_- | Yes (7). Yes (7). 
West Coast........... dain ol tian Sbs 2x S ee 2. ~ chee (asedt e Yes (8)... .| No (8). 
Ozark _ _. baie xe None_- xt Ces ctkiae are BT i ins -| (9). 
Wiebe i s5 ides 28d. cise | None. (sai. occ Cee eae OAR SASERRA a OB 
Southern. __-..-.-..- aninin on NOMB any ad]: lds al ~~ 51 MADE 8 50-cneds CDs oeaena- 4 ls 
Trans-Texas__- Ss aT Ee ra as -| Cas caseieviers (10)... | (12)... | (12). 
Lake Central_- " .| None... --.-| ns pita Ss. Cit 3.2 SA ee 1:43). 
CE ns cone wey ..-| None. --| (14). (14) __- a aa is 

















Source: Tables 1-4, inclusive. 
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TaBLeE 102.—Summary of group II: Measurements of traffic density 


Were the carrier’s financial operating results better than the average in 1954? 


[Relative rank of carrier shown in parentheses] 


Average Average 
Total | Passenger | passenger- 
number | load per miles per 
|} revenue route-mile | 
| plane-mile | perday | 


Average 
passenger- 
miles per 
Station per 
| day 


Average 
| passengers 
| per station 
per day 


Carrier 


| } | 
Mohawk. _.__-..--. d Yes (2)-- | Yes (1)_. | Yes (1)_..-..| Yes (1). 
Piedmont. __ “a : ; Yes (6)...._.| Yes (2)......| Yes (2)-. | Yes (2). 
Southwest... 7 : laces a Yes (1)_.....| Yes (3)......_| Yes (4)....--| Yes (4). 
Pioneer__.__- : -| Yes (3) -. Yes (4).....-| Yes (6)..._..| Yes (3). 
Allegheny -.. : .| Yes (4).....-| Yes (5).....-} Yes (3)-.....| Yes (6). 
North Central_____- | é ..--| No (8) Yes (6).....-| Yes (5).....-| Yes (5). 
; d Yes (5)._..._| No (8) ..| No (9) No (7). 
West Coast..-- j | Yes (7). No (7)_.-.-.; No (8) ; No (9). 
Frontier _____- __| None (9) _- (9) _. (11)... (8). 
; | None.--- (10) _ . Fo ewe ag: Sap ct ees 
Southern ___. | None___. (11)_- ee pe ID  sagadt on bE 
Trans-Texas__ . .| None_..--. (12) aoe cae =.) 4S... (10). 
Lake Central____- ea None (13) - aie SER ae > <a oul Medd (13). 
Central__- eae ines cel Ae So rnke ut Ceienackione«} CEMie 


Source: Tables 5-8, inclusive. 
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TABLE 200.—Group I: Measurements of financia! operating results 


CARRIERS WHOSE FINANCIAL OPERATING RESULTS, 


BY YEAR 1950-44, WERE 


BETTER THAN THE INDUSTRY AVERAGE FOR 1954 


1. Do the carrier’s com- 
mercial revenues 
equal its operating 
breakeven need? 


2. Is the ecarrier’s total 
mail pay per revenue 

le flown low- 

er than the local 
service industry av- 
erage for 1954 (54.34 
cents)? (CAB 1953 
study based on 53.08 


cents.) 

3. Is the carrier’s total mail 

pay per dollar of | 

1 revenue 
lower than the local | 
service industry av- 
erage for 1954 ($1.10)? 
(CAB 1953 study 
based on $1.29.) 

4. Is the carrier’s com- 
mercial revenue per 
revenue plane-mile 
higher than the local 
service industry av- 


erage for 1954 (60.28 
certs)? 


In 1954 


se 


i 
Allegheny 
Bonanza 
Mohawk 
North Central 
Piedmont 
Pioneer 
Southwest 
West Coast 
Allegheny 
Bonanza 
Mohawk 
North Central | 
Piedmont 
Pioneer 
Southwest 
West Coast 
Allegheny 
Bonanza 
Mohawk 
North Central 
Piedmont 
Pioneer 
Southwest 
West Coast 
Allegheny 
Bonanza 
Mohawk 
North Central 
Piedmont | 





Pioneer 
Southwest 


Source: Tables 1-4, inclusive. 


In 1953 


Allegheny 
Bonanza 
Mohawk 
Piedmont 
Pioneer 
Southwest 


Bonanza 
Mohawk 
Piedmont 
Pioneer 
Southwest 
West Coast 


Allegheny 
anza 
Mohawk 
North Central 
Piedmont 
Pioneer 
Southwest 
dine ate 
ny 
Mohawk 
Piedmont 
Pioneer 
Southwest 





Mohawk 


In 1952 


Piedmont 
Pioneer 
Southwest 
West Coast 


Mohawk 
Piedmont 
Pioneer 
Southwest 
West Coast 


Allegheny 
Bonanza 
Mohawk 
North Central 
Piedmont 
Pioneer 
Southwest 
West Coast 
Mohawk 
Piedmont 
Pioneer 
Southwest 











TABLE 201.—Group II: Measurements of traffic density 


CARRIERS WHOSE TRAFFIC RESULTS, BY YEAR 1950-44, WERE BETTER 


5. Is the ones, average 


eau plane ml pu fev 

than the local ae 
industry average dur- 
ing — (9.36 pas- 


sengers) 
6. Is an 4 aire even 
route et miles r 
than ‘the local 


a industry aver- 
age during 1954 (59.55)? 
7. Is the carrier’s average 


passengers station 
per day higher then 
= local service oo 


ustry average during 
1954 (17.99)? 

Is the carrier’s average 
passenger-miles sta- 
tion per day higher 
than the local service 
industry av dur- 

ing 1954 (3,431.0)? 


INDUSTRY AVERAGE FOR 1954 


| In 1954 


Allegheny 
Bonanza 
Mohawk 
Piedmont 


Pioneer 
Southwest 
iii 
Mohawk. 
North Central 


Allegheny 
Mohawk 
North Central 
Piedmont 


Southwest 


Source: Tables 5 to 8, inclusive. 


In 1953 


Mohawk 
Piedmont 
Pioneer 
Southwest 


Mohawk 
Piedmont 
Pioneer 
Southwest 


Allegheny 
Mohawk 
North Central 
Piedmont 
Pioneer 
Southwest 
Mohawk 
Piedmont 
Pioneer 
Southwest 


In 1952 


Mohawk 
Piedmont 
Pioneer 
Southwest 


Mohawk 
Piedmont 


Pioneer 
Southwest 


Mohawk 
Piedmont 
Pioneer 


Mohawk 
Piedmont 
Pioneer 


| 





| 
| 


| 
In 1951 In 1950 
—— 
Pres Mohawk 
Mohawk Piedmont 
Piedmont Pioneer 
Pioneer Southwest 
Southwest | West Coast 
West Coast 
Allegheny Central 
Mohawk Piedmont 
Piedmont Pioneer 
Pioneer Southwest 
Southwest Trans-Texas 
| West Coast | Empire 
Empire | 
Allegheny Piedmont 
Mohawk Pioneer 
Piedmont Southwest 
Pioneer 
Southwest 
West Coast 
| 
Mohawk | 
Piedmont 
Pioneer 
Southwest 
THAN THE 
In 1951 In 1950 
Mohawk Southwest 
Piedmont 
Pioneer 
Southwest 
| 
Mohawk | Southwest 
Piedmont 
Pioneer 
Southwest 
Allegheny | 
Mohawk | 
Piedmont | 
Pioneer 
| 
Mohawk Pioneer 
Piedmont 
Pioneer 
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TABLE 202.—Group III: Measurements of progress I 
CARRIERS SHOWING FAVORABLE PROGRESS DURING THE 5 YEARS 1950-54 
| es 
In 1954 In 1953 In 1952 In 1961 
eee eee 
9. Was there a decrease from the pre- | Allegheny Allegheny | Bonanza Allegheny 
ceding year in the carrier’s total | Bonanza Bonanza Lake Central | Frontier 14 
mail pay per revenue plane-mile? | Frontier Mohawk Mohawk | Mohawk 
Mohawk North Central | North Central | North Central 
NorthCentral | Ozark | Southern Piedmont 
Ozark West Coast | | Pioneer 
| Southern } Southern 
| Trans-Texas | Southwest 
| West Coast 
| } Empire 
10. Was there a decrease from the pre- | Allegheny Allegheny | Bonanza | Allegheny 
ceding year in the carrier’s total | Bonanza | Bonanza Frontier | Bonanza 
mail pay per dollar of commercial | Central Central | North Central Central 
revenue? Frontier Frontier Ozark | Frontier 
| Lake Central | Mohawk Pioneer | Lake Central 
Mohawk | North Central | Southern | Mohawk ) 
| North Central | Ozark Trans-Texas | North Central I 
| Ozark | Southwest West Coast | Ozark 
| Southern | West Coast | Piedmont 
| Southwest Pioneer 
Trans-Texas | Southern 
West Coast | Southwest 
| | | Trans Texas 
| West Coast 
} | Empire 
11. Was there an increase over the pre- | Allegheny | Allegheny | Bonanza | Allegheny 
ceding year in the carrier’s com- | Bonanza Bonanza Frontier | Bonanza 
mercial revenue Central Central North Central | Central 
plane-mile? Frontier Frontier Ozark Frontier 
Lake Central | Lake Central | Pioneer | Lake Central 
Mohawk | Mohawk Southern Mohawk 
North Central | North Central | Southwest | North Central ‘ 
Ozark | Ozark | Trans-Texas Ozark 
Piedmont | Pioneer | West Coast Piedmont 
() | Southern | Pioneer 
Southern | Southwest | Southern 
Southwest | Southwest 
Trans-Texas | | | Trans-Texas 
West Coast | West Coast ( 
| | Empire 
12. Was there an increase over the pre- | Allegheny Allegheny | Bonanza Allegheny 
ceding year in the carrier’s pas- | Bonanza | Bonanza | Central Bonanza 7 
senger load per revenue plane- | Central | Frontier | Frontier | Central 
mile? | Frontier Lake Central | Lake Central | Frontier 
Lake Central | Mohawk North Central | Lake Central 
Mohawk | North Central | Ozark | Mohawk 
| North Central | Ozark Pioneer | North Central 
Ozark Pioneer Southern Ozark 
Piedmont Southern Southwest | Piedmont ¥ 
| @) Southwest | Trans-Texas Pioneer 
| Southern | West Coast Southern 4 
| Southwest Southwest B 
| Trans-Texas | | Trans-Texas Cc 
| West Coast | West Coast F 
13. Was there an increase over the pre- | Allegheny Allegheny Bonanza | Allegheny L 
ceding year in the carrier’s pas- | Bonanza | Bonanza Central | Bonanza N 
senger-miles per route mile per | Central | Frontier Frontier | Central N 
day? | Frontier Lake Central | Lake Central Frontier Oo 
| Lake Central | Mobawk Mohawk Lake Central P 
| Mohawk North Central | North Central | Mohawk P 
North Central | Ozark Ozark North Central Se 
Ozark Piedmont Piedmont Ozark Si 
Piedmont Southwest Pioneer | Piedmont T 
; (a Trans-Texas Southern | Pioneer W 
| Southern West Coast Southwest | Southern E 
| Southwest West Coast | Southwest 
Trans-Texas | Trans-Texas 
| West Coast 
| Empire 








! Pioneer’s reversion to D 7-3 equipment from Martin 202’s, pursuant to CAB order, is responsible for its 
failure to be in this column. 
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TABLE 202.—Group III: Measurements of progress—Continued 


14. Was there an increase over the pre- 
ceding year in the ecarrier’s pas- | 
sengers per station per day? 


. Was there an increase over the pre- | 
ceding year in the carrier’s pas- | 
senger-miles per station per day? | 


| Im 1954 


| 
In 1953 | 


In 1952 


In 1951 





Allegheny 

Bonanza 

| Central 
Frontier 
Lake Central 
Mohawk 

| Nerth Central | 
Ozark 

| Piedmont 

| Pioneer 
Southern 
Southwest 

| Trans-Texas 


Allegheny 
Bonanza 
Central 
Frontier 
Lake Central 
Mohawk 


| North Central | 
| Ozark 

| Piedmont 
| Southwest 


| Ozark 
Piedmont 
Southern 

| Southwest 

| Trans-Texas 


| Bonanza 





Allegheny 


Frontier 
Lake Central | 


| Mohawk 


North Central | 
Ozark 
Piedmont 
Southwest 
Trans-Texas 


| West Coast 


Allegheny 


Bonanza 


| Central 
| Frontier 


Lake Central 


| Mohawk 


North Central 


Trans-Texas 
West Coast 


| 

Bonanza 
| Central 
| Frontier 


Lake Central 


North Central | 


Ozark 
Piedmont 


| Pioneer 

| Southern 

| Southwest 

| Trans-Texas 


West Coast 


| Central 


Frontier 


| Lake Central 
| Mohawk 


North Central 
Ozark 
Piedmont 
Pioneer 


| Southern 


Southwest 
West Coast 


| Allegheny 

Bonanza 

Central 
Frontier 

Lake Central 

| Mohawk 
North Central 

| Ozark 

| Piedmont 

| Pioneer 
Southern 

| Southwest 

| Trans-Texas 

| West Coast 
Empire 
Allegheny 

| Bonanza 

| Central 
Frontier 

| Lake Central 
Mohawk 
North Central 

| Ozark 
Piedmont 
Pioneer 
Southern 
Southwest 

| Trans-Texas 
| West Coast 
Empire 


Source: Tables 9-15, inclusive. 
LOCAL SERVICE ROUTES 


Group I: MEASUREMEN’’S OF FINANCIAL OPERATING RESULTS, BY CALENDAR 
YEAR, 1950-54 


TABLE 1.—Dollars of operating breakeven need per dollar of commercial revenue 
J op g Pp 


Carrier 


| Relative | 
| rank in 
| 1954 


| 


| 


1954 1953 


| 1952 


1951 1950 


} 
| 
| 
| 
j 
| 





Allegheny _-____---- 
Bonanza. 

Central. ___- 
Frontier -_ _- de 
Lake Central. __- 
Mohawk._..._--_- 
North Central ___- 
Ozark__.. ve 
Piedmont... __- 
Pioneer __. 
Southern_- 
Southwest 
Trans-Texas___ 
West Coast. __ 
Biers... 3...... 


Arithmetic average - - - 
Industry total 


Source: Tables B and C. 
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TABLE 2.—Total mail pay per revenue-plane-mile flown 
































' 
Relative 
Carrier rank in | 1954 1953 1952 1951 1950 
1954 | 

| | 

| Cents Cents Cents Cents Cents 
Allegheny | 3 39. 53 55. 40 60. 33 49, 21 64. 21 
Bonanza...____ s 51. 69 52. 21 56. 61 67. 66 63. 34 
Central..__._. 14 98. 55 98. 30 95. 32 87. 33 39. 70 
Frontier _ 12 63. 21 65. 92 62. 40 56. 58 63. 63 
Lake Central _- 13| 84.68 76. 98 63. 11 64. 99 59. 89 
Mohawk 1 27.95| 37.12) 45.62 50.31} 66.17 
North Central 6 44. 40 57. 85 | 58. 49 58. 99 | 66. 08 
ieee a car Amada 9|/ 80.41) 71.67] 83.73 83.51 82. 83 
Piedmont 2| 35.62 27.78 | 25.44 22. 02 | 40. 26 
ET et ees ye hon ee 4 40.09 37.38 | 29.44 26.68; 33.81 
ets cl ee ul 62. 47 67.38 | 61.70 63.95 | 67.18 
Southwest... __- ~aeettielies ~~ seen 5 44. 09 | 37. 87 | 37. 52 31. 23 | 39. 74 
Weeeeeiities .. ..... ostatceeds decent 10! 60.42| 61.98 | 58.94| 56.04) 52.48 
Weld Onmisa.s .iessns-nceed-s-. in 7| 48.66 47. 02 49. 16 47.45 | 55.85 
Bist << . .2ghasedatd-+.- <0 co ceealassh- - eecany ois cea sate 47. 54 | 50. 98 

Arithmetic average_................|-.-.------ 54.34) 56.77 | 56.27) 54.23) 56. 4 
Ra CON. ssussasni Ge ideeeiietes-~s- 50.90 | 53. 78 53. 05 49. 92 52. 69 
| 





~ Souree: ee a. 


TaBLE 3.—Dollars of total mail pay per dollar of commercial revenue 





























| | | | 
Relative | 
Carrier rankin | 1954 | 1953 1952 1951 | 1950 
1954 

hinting ilk tathiath aed | 
Allegheny --_ __- on tnacouncmeebanne 5 $0.55 | $0.86 | $1. 07 $0. 83 | $1. 46 
Bonanza... ---- i asin'ss sien Cote een 7 .82 | 91 | 1.07 1.47 2. 08 
IR ccs ain utlekapee oes Sick eee 14 3. 44 4.70 | 5.17 4.01 8. 64 
Frontier. __- o sieltn db ech bbe ase peutiiia 10 1. 20 1.44 | 1.50 1. 61 2. 39 
Lake Central. : iaerk he aie 13; 207 | 2.32 | 2. 00 1.81 2. 07 
Mohawk. ........-- Bie Sith, data & .30 | . 48 -70 | .70 1. 26 
North nape. inc snpis Soi on Cue a Se 6 . 67 1.03 | 1.09 1, 28 3.00 
Ozark_. Sila wad, Diy TA 9 Lil | 1.77 2. 66 3. 48 3. 97 
Piedmont.. e alk opiate ba apinlt aio 4 | . 54 44 - 40 . 34 -91 
Pioneer____- SGbenrachanasce pen oT aa 47 | . 38 - 43 | . 65 
Southern... _. ll 1.36 | 169 | 1.66/ 1.94] 3.17 
Southwest... ___- etitbiti nant ow stiihdeyinadg 2) . 489 | 494 | 55 | . 49 | .74 
Trans-Texas -_- aii diia whlame anata amsatiia | 12 | 1.45 | 1.70 1. 50 1. 69 2. 23 
West Coast__- niin taba Win atin ina ceed 8 | 89 99 | 1.01 . 92 1.17 
PE Paodkscacacane ‘Neonbosanaeepenuancnt es saa'g atria entesenes louse 1. 30 1.51 

Arithmetic average. ..-_...........--|.---- wonnnl 1.10 1.38 | 1. 48 1. 49 2. 35 

8 eS ae ee Se . 83 . 99 | 1.03 1.05 1.47 








4 Source: Tables Aand C. 


TABLE 4.—Total commercial revenue per revenue-plane-mile 








Relative 
Carrier rank in 1954 1953 1952 1951 1950 
1954 
Cents Cents Cents Cents Cents 
DIED isis. sinc dc Saidinn ins chtaebadeds 4 72. 26 64. 63 56. 15 59. 60 44. 00 
Bonanza_......_.- saopethiahs ais nei ibinE iieaid 7 62. 89 57.14 52. 86 46.02 30. 40 
Sd hoc dvdienicmumaihaiciivndmeee 14 28. 62 20. 90 18. 43 21. 76 4.50 
Premier. oaccececccn cocccecsses-szccczsss 10 52. 76 45. 84 41. 65 35. 07 26. 60 
SS i a) tedies >. Panag a, 13 40. 87 33. 15 31. 49 35. 87 28. 96 
IE snide Ne hid bekin oehdiacicndiceeiduvining 1 91. 88 77. 05 64. 72 72. 08 52. 41 
5 66. 37 56. 37 53. 66 46. 20 22. 00 
4 53. 56 40. 55 31. 50 24. 03 20.85 
6 65. 63 63. 18 64. 22 65. 00 44. 26 
3 76. 53 79, 52 77. 97 62, 22 51.79 
ll 46. 06 39. 89 37. 25 33. 03 21. 18 
2 90. 24 76. 59 68.15 63. 40 53. 46 
12 41. 75 36. 38 39. 29 33. 18 23. 55 
8 54. 49 47. 49 48. 91 51. 38 47. 88 
II si hit ined Stine cease aa tei A ad ia eas ae Gas Ce ln nek 36. 66 33. 67 
ARS GIDE. 3 in vein d'sinctiwacénnlenessite oun 60. 28 52. 76 49. 02 45. 70 33. 71 
ET Pda. n cdcwennntnteusdbsnbiabeshe cans 61. 49 23 1, 34 47.42 35. 76 


~ Source: Tables C and G. 
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Group II: MeasuREMEN'S OF TRAFFIC DENSITY, BY CALENDAR YEAR, 1950-54 


TABLE 5.—-Average passenger load per revenue-plane-mile (in scheduled service) 











| 
| Relative 
. Carrier | rank in 1954 1953 | 1952 | 1951 | 1950 

1954 

| | | 
BI og ee eee 4; 10.49) 928) 824 9.16 | 6.88 
TR ito. ot ake eh ahi 5{ 10.27} 9. 25 | 8.71 8. 26 | 5.06 
CE ORE ems elhits oh snk Se ditiobo she 14 | 4. 68 | 3. 42 | 3.78 | 3.27 .74 
DRL SP. 5 <5 cub oes cei .| 9 | 8. 50 | 7. 44 | 7. 20 | 6. 08 | 4. 65 
Lake Central -__-..--- ddd cla ap deta dee | 13 | 6. 16 | 5. 14 | 4.73 | 4.31 | 2. 26 
MEME. Oud. =. 0 obs os do et go 2| 13.01 | 10.64 | 9.48/ 10.41 | 7. 45 
WE CUMIN <=. 5 ksaed<-sdbeit oh - 8} 912) 881) 880) 7.72) 3.79 
Nt On ke ee a | 10 | 8. 49 | 6. 83 | 5. 27 | 3.92 | 3.27 
| ONRINEES bre, 5.5 hoses. ee 6 | 9. 96 | 9.64} 10.02] 10.57 7.12 
| PINE ic Bee ocak oak ih 3} 11.65/ 1292/ 1264| 10.74 9. 29 
: WT Dh Miko ssa tinescesinuprnerss il 7. 32 | 6. 40 | 6. 20 | 5.71 3. 59 
| SE tininiigwineniiy <enckebcwswnme wie’ 1} 1519] 13.19} 11.55] 10.80) 9. 62 
: TE Bile Ss ghd sg on db id ae | 12 | 6. 78 | 5. 92 | 6. 29 | 6.00 | 4.84 
Wee WON d. 34 A>~-- 0 5535-45--5. Gb hegs -o 7 | 9. 47 | 8. 23 | 8. 50 8. 63 | 7.75 
i laritrnucetdeeapalinnomtiainamatediecs naan aaen | 6.97 | 7.09 
| Arithmetic average_..___-...---..--|--------- 9. 36 | 8. 37 | 7.96 | 7.50 | 5.56 
Industry total_.__-.- nile Siac eae 9. 42 | 8. 56 | 8. 34 | 7. 84 | 6. 02 





~ Source: Tables J and H. 


TABLE 6.—Average passenger-miles per route-mile per day (in scheduled services) 





| 























j | | 
Relative | 
Carrier rank in 1954 1953 1952 | 1951 1950 

| 1954 

*| 1 ce “sel? 
I Bh hoe he hia tts 5| 7692) 56.37) 45.55] 5266] 37. 21 
I ons, Mi os inn aca gabddhuenawssbon a 8) 41. 02 | 36. 07 33.13 | 32. 29 19. 70 
et Ee. sd ak eiiienmcaadle J 14 20. 02 | 16. 28 16. 37 11. 76 3.38 
Frontier. _____- pitts mexcanie Nan wait kiie 9 38. 98 34. 30 33. 26 26. 90 i9. 48 
Eee Ree a ow... 5 Ga ceues se ce b be 13 28. 30 25. 16 21.11 19. 91 9. 00 
I 025 et nocd ddan. oh } 1 127. 74 105. 83 88. 56 83. 20 46. 31 
De cu ctlen baw. cec bale | 6 62. 46 | 52. 95 47.7 34. 20 | 17.41 
eee ok... hee. a 10 37.25| 20.84 21.78 14. 51 11.71 
Se eS... sss, ie 2| 107.72} 98.00] 9618| 84.53 50. 48 
it Pekin inca jakdidet ax<ndnahes 4) 81. 21 81. 91 99. 52 81. 93 56. 86 
en J 12 | 35. 04 28. 24 28. 40 24.18 13.19 
SR Ae Se og a Sadho wcu ans Side 3 94. 60 93.16 82.19 69. 91 60. 02 
TG ht BS Benne cnhenee | ll 35. 99 | 27. 36 26. 34 26. 43 22. 56 
Tn uke dine 7 46. 44 | 47.49 44.95 45. 64 37. 65 
BNNs veces case. coasssaeccvane.wanafpecwewszesfuepsenrons a 31. 32 29. 95 

Arithmetic average... _...-....----- Rauenion. ches 59. 55 52. 35 48. 79 42. 63 28. 99 
EN 5c Soalcnrhssiningm thine Bikers: ations 55. 67 | 48. 75 45. 85 40. 33 28. 49 
| | | ' 





~ Source: Tables J and F. 


TABLE 7.— Average passengers per station per day (in scheduled services) 

















Relative | | 
Carrier | rankin | 1954 1953 | 1952 | 1951 1950 
| 1954 | 
DR edn gta ns dts cone cosemn 3} 2403) 18.75) 15.75 |} 18.25 | 12.7 
ie cn dct oa nin a aaa 9} 13.55] 11.89 10.44/ = 10.13 | 6. 50 
| SNe li a 14 | 7. 34 | 5.66/ 5.71|/ 409 1. 29 
Frontier ______- Pita bdo cha eae kh heme 11 | 11.24 9. 97 | 9. 25 | 6. 99 5.15 
RI soe a er 13| 982] 8.47 | 7.73| 6.97 | 3. 24 
Mohawk. _.._..._._- poh iaiadenseeheal 1} 37.68] 3628| 30.53] 30.56 16. 70 
ian eas oak cae 5 22. 20 18. 22 | 16. 99 | 12. 62 | 6. 28 
ot ee 7 14.05} 11.34 | 8.78 | 5. 60 | 4.10 
Roe ok ee 2 31.39] 28.79| 27.00 23.80} 15.69 
Pioneer... ____. aT 6} 20.96) 20.41 25.01 | 21.50 | 15. 33 
I en a deer 10; 13.40) 10.12 10. 64 | 8.77 4. 98 
Southwest ____._- Ss Sees hb gel 4 22. 30 20.24 | 17.40) 14. 23 | 12. 89 
I TE foc de 12 9.97} 8.55 | 7.90 | 7.78 6. 89 
We 8} 1399] 1405; 13562] 15.41 12.13 
eee ee — -f--- pp essen Pee rei 7.33 7.07 
Arithmetic average. ______._____- ae | 17.90) 1591| 1476| 12.94 8.73 
Industry total_.......-.--_-.__.- eee | 17.39{ 15.13 14.01 12. 10 8.72 
' ' 





Source: Tables K and E. 
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TABLE 8.—Average passenger-miles per station per day (in scheduled services) 


























| ] | 
Relative | | 
Carrier rank in 1954 1953 1952 1951 1950 
1954 

_— | | — | 
BO i os Sb os cose o Bb sbesunncctonbere 6 3, 707.6 2, 760. 5 2, 245. 6 2, 576.3 1, 799.3 
i eee el a 7 3, 123.3 2, 766. 0 2, 567.1 2, 579. 1 1, 573.6 
yo eiatarianalininiiiiiens iisiaasnliretepeedid 14 1, 076. 5 844.0 779. 6 546. 7 158.0 
Ni ad 8 2, 891.3 2, 528. 1 2, 426. 2 1, 865. 6 1, 372.1 
SS RS Os ee ae = 13 1, 391.6 1, 249. 6 1, 210. 4 1, 142.9 517.8 
Mohawk.__-- 1 6, 756.8 | 6,089.4 5, 197.1 4, 742.1 2, 661.8 
nee GRU... Sac ct necsabhdkndneecn 5 3, 714.8 3, 152. 4 2, 803. 1 2, 006. 0 998. 6 
Operk.c......¢ a? ll 2, 256.3 1, 851. 6 1, 468.3 912.3 612. 4 
PB hn... ndostchwececbes 2 6, 306. 8 6, 051. 8 6, 045. 2 5, 540.9 3, 309. 1 
Uk. Den dal nein ie 3 5, 495. 5 5, 667.2 | 6,681.1 5, 599. 8 4,121.4 
SN ee oe ted 12; 2,247.7 1, 743.9 1,816. 1 1, 559. 0 861.0 
NS BE RE ee eee Se . 4 4, 299. 6 3, 934.3 3, 297.0 2, 774.8 2, 407.9 
SN ee. ee nena sees 10 2, 262. 9 1, 838. 3 1, 752. 2 1, 776. 4 1, 573.0 
I i 5 Bin owed dbiadcabett>cnbesed 9 2, 503.0 2, 511.9 2, 266.3 | 2,208.0 1, 618.8 
hs nace cnc cccmiptenessdhebbiphonedl dc eetny Maat auwieseilabhss anne | 1,476.0 1, 411.6 

DOIG CTINIII oo nicks noes ncchccreescces | 8,431.0] 3,070.6 | 2,896.8 2, 487.1 1, 666. 4 

Sg EB a I OS ee 3, 297.7 2,911.2 2, 747.2 2, 367.4 1, 707.9 





| 
| 
| 
| 
} 
| 
} 


Source: Tables J and E. 
Group III: MreasurEMENTS OF ProGress, By CALENDAR YwAR, 1950-54 


TABLE 9.—Increase or decrease, from preceding year in total mail pay per revenue 











plane-mile 
ba Relative ‘ 
Carrier rank in 1954| 1954 1953 1952 1951 
Cents Cents Cents Cents 

Allegheny. -----_- : sD ole tae 1 —15. 87 —4. 93 11.12 —15. 00 
BIND. EB lata wane ddndenonnqguddvcewess s —. 52 —4.40 —11. 05 4. 32 
Gres... ta nk. 9 . 25 2. 98 7.99 47. 63 
Frontier... .__.-- De dass debe ee : 6 —2. 71 3. 52 5. 82 —7.05 
BA NON Jinn cn nin Sng tithenectat Bible anima 13 7.70 13. 87 —1.88 5.10 
Mohawk. .----.-- distadscapdueiaee come 4 —9.17 —8. 50 —4. 69 —15. 86 
North Central... -- 2 —13.45 —. 64 —.50 —7.09 
iihilsts Wh iln « cnt tee saine nek tcbmpam ds 3 —12. 26 —12. 06 . 22 - 68 
Bees. 4 ki... du 14 7.89 2. 29 3.42 —18. 24 
eeiin. cc aais. jo a wih nin deen cinel 11 | 2. 71 7. 94 2. 76 —7.13 
Southern ._-..-.- Ji Bie dn wc dbwdionwent 5 —4. 91 5. 68 —2.25 —3. 23 
Sewthnweet.i:.......... otek tuitenvts 12 6. 22 35 6. 29 —8. 51 
IS oils | oo Sh oh. ctetdetaasue 7 —1. 56 3. 04 2. 90 3. 56 
WE EE Gans. pnb dd Un wcccekbalnsced 10 1. 64 —2.14 1. 66 —8. 40 
EE RE ee, * ee ee a a alia —3. 44 
No. oo x cht ess 2 —2. 43 . 50 2. 04 —2.18 
Industry total___---- hn arene tntidelt amen oh PGi notes —2. 88 .73 3.13 —2.27 











Source: Table 2. 





TABLE 10.—Increase or decrease, from preceding year, in dollars of total mail pay 
per dollar of commercial revenue 


} | 




















Relative 
Carrier rank in 1954 | 1953 1952 1951 
1954 
DIN aii tials os wcceec gcd: <consugexch ..| 5 —$0.31 | —$0.21 $0. 24 —$0. 63 
D..c.attiate sto dngns seins kemtin gg neant ll —. 09 —.16 —.40 —. 61 
RD See Oe eee Ore wereres 1 —1.26 —.47 1.16 —4, 63 
EY... see cchiidineh snnnestueeeadaak x —.24 —. 06 —.11 —.78 
BED COE uticnc an abianes ds debhasesescs 6 —.25 . 32 19 —. 26 
pT, EOE FE ee 9 —.18 —.22 00 —. 56 
North Central __.- sducaldin tas ciipanpeiiied 3 —. 36 —. 06 —.19 —1.72 
sc s&s waengh ices bcigag maiets its pig ane Geta ole 2.| —. 66 —.89 —.82 —.49 
IONE sy cn vnc vogh abe nduyengmnsne s 14 .10 . 04 . 06 | —. 57 
EE nto bdcatis xo ncks agp cawaceecwe shenebing 13 | . 05 . 09 —.05 —.22 
INNS binck paces ccna enn cbadiamept vs aleink 4 —.33 . 08 —.28 —1.23 
SN at. Aiton cnn suemmenkdogiindchawt 12 —. 005) —.06 06 —.25 
ak onions enn secekninmmagmn eek 7 —. 25 . 20 —.19 —. 54 
4 eR aa aan 10 —.10 —.20 —.10 —.25 
PO dcp cxcicnn esa deaidinegecinbieebanns anil ai mise siioraiae Scuba oncietapabeaaiied -.21 
ARO GUO Rin oneness cw nenwonslnaseqesictes —.28 —.10 —.01 —. 86 
I ste qeietvndeypennyes edlagtaeesbnnce —.16 —. 04 —.02 —.42 





Source: Table 3. 
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TaBLE 11.—/Increase or decrease, from preceding year, in total commercial revenue 


| 
| Relative | : 
rank in 1954| 1953 


Carrier 





Cents 
Allegheny . ---- ‘a hn . 63 | 8.48 
Bonanza.--.-.-.-- a oe | | 
Rose <b tee -- , 
| ae 
Lake Central 
Mohawk 
I tn wom 
Re eet <2 he RRO as a : 
Piedmont 
PE iriaiak ibe one ap wéecab is tate te 
Rs daugcnacscs 
Southwest... ....-.---- 
Trans-Texas-_.--- - cll 
West Goest? 
Empire 


¥ 


~ 


rees-SBeSoenns 
SS| SSBEREPES 


PNeON ES SCN Phy 


SSRLARSABKSA 


Arithmetic average 
Industry total. _-.-._- 


—_—— 
—— 











Source: Table 4. 
TABLE 12.—Increase or decrease, from preceding year, in average passenger load 
per revenue plane-mile 





Relative 
Carrier rank in 1954 1954 


Allegheny - 
Bonanza__-__-- 
Central ___. 

Frontier. ----.-..-- 
Lake Central__ 
Mohawk. -__. ; 
North Central__. 
ne 
Piedmont... _- 
Pioneer 

Southern. _____-- 
Southwest-_. _- 
Trans-Texas._. 

West Coast___- . 
Se iiscts caret 





PrN we, SNe wNe 


SE) SSSSnSeSRSSersye 





Arithmetic average. _- sdeueee tee gees 99 | 
Industry total. __.......--- Gl ale acme 3 5 


ao 














| 


Source: Table 5. 


TABLE 13.—Increase or decrease, from preceding year, in average passenger-miles 
per route-mile per day 








j ‘ 
Relative 


lrank in 1954) 1954 


Carrier 


ee 
Ins 


SESSSVSRNGESES 


— 
_ 


ms 
PADI me oS ot 
NP PEIN Sr 


\= 


pes 
muweoSREn SS Srae8I 


£2) SSSSSSSRSSSSE 





Arithmetic average___.............-- 


Industry total... i eee a 


| 


— 
= Ww 


Source: Table 6. 
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PR SPOOHS HOM OD i CVV ED ' 


sFRs* SRESERNTS 


“wich " wicicicdeied “od 


1. Son 888 


18, 201, 813 | 


Sdbabatatebetelebeeat ten ' 


g | s8*s SR BSS | 


= 
7 





seneeeszse ansseegucut 


8 
S85 ‘ 
cantabaion 
cele eMetetebatetat | 


‘aasceumanne 


2 


wceSahatotet phebel cbebel bat 
rN 


S88: 





4 | $1, 944, 816 | $1, 636, 885 


1954 











station per day 


Relative 
rank in 1954 








.| 24, 656,008 | 24,115, 203 | 21, 226, 416 
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Tasie A.—Total mail pay 


th 
oo 
= 
— 
2 
0 
2 
a 
o 
— 
- 
= 
= 
ND 
= 
< 
S 
= 
© 
= 
MD 
= 
& 
< 
Lo 
— 
= 
— 
ey 
= 
a 
o 
& 
Zz 
s 
= 
mz 
= 


Tota Reportep OreRATING Resutts, BY CALENDAR YEAR, 1951-54 
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Arithmetic average -_-_.._._.._--- 
Arithmetic average..........-.---.-- 


Industry total _- 


Source: Table 7. 


TABLE 14.—Increase or decrease, from preceding year, in average passengers per 
TaBLeE 15.—Increase or decrease, from preceding year, in average passenger-miles 


North Central.._- 
eet 
Piedmont. - - 
Pioneer. - _-. 
Southern ---- 
Southwest. - 


Lake Central... 
Mohawk... ._..-- 


Piedmont - - - ..- 
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TaBLE B.—Total operating breakeven need (excess of operating expenses over 


Allegheny - -- -- 


TaBLeE C.—Total commercial revenues 


451, 287 
38, 286 

1, 625, 710 
388, 854 
1, 260, 857 
719, 319 
587, 715 


1, 957, 574 


$1, 358, 404 


311, 752 


1, 595,664 


445, 043 
1, 114, 996 


427, 255 


$1, 982, 575 


398, 367 


11, 167, 225 


| 17, 289, 911 
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TaBLe D.—Total operating expenses 
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TaBLE E.—Number of stations operated (weighted by length of time served during 


year) 





1950 





“sebeh ak cated iota oe 


1953 


3 Gd dd bed toda 
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TaBLE F.—Average route mileage in operation (unduplicated ccunt 
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TaBLeE G.—Total revenue plane-miles flown (scheduled and nonscheduled services) 
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TaBLE H.—Revenue plane-miles flown in scheduled services only 
TABLE I.—Total seat-miles available in scheduled services 


TaBLze J.—Total revenue passenger-miles carried in scheduled s 
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TABLE K.—Total revenue passengers carried in scheduled services 
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Mr. Fiosera. I would like to stress the reasons making necessary 
at this time the permanent certification of all the local carriers. 

I want to stress the recurrent diversion of executive talent to re- 
newal proceedings when that talent should be devoted to improve- 
ment of the operations of the feeders themselves. 

I want to stress the expense to the lines involved in recertification 
a when the money spent on these proceedings could much 

tter be devoted to many other improvements contributing to the 
financial and operational progress of the carriers. 

I want to stress the expense and inconvenience to States and cities 
and other users of the feeder services who must devote great effort to 
support the applications for renewal. 

I want to stress the desirability of giving the States and munici- 
palities which have invested money in aeronautical facilities some 
assurance that their relatively large per capita investments have not 
been foolishly speculative. 

I want to stress the fact that nearly 2% million people rode in local 
service airlines last year and that American commerce and national 
unity were greatly promoted by the transportation these carriers 
furnished them. 

I want to stress the difficulties of convincing aircraft manufacturers 
of the wisdom of designing and building an aircraft tailored to the 
requirements of the local service airlines when those manufacturers 
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fear that the customers for such an aircraft might not even be in 
existence by the time the aircraft has been constructed. 

I want to stress the difficulties and instabilities inherent in any 
financing program when the source of funds must be convinced that 
the airline in which he is investing will even be alive at the time that 
the loan matures or at the time that an equity investment might be 
expected to return some profit. 

want to stress the inherent difficulties in operating a business 
where personnel programs are plagued with instability because of the 
doubtful life expectancy of the employer. 

I want to stress the desirability and economic advantage of making 
long term arrangements for hangars, navigational equipment, and 
maintenance’ facilities. 

I want to say to you gentlemen that the biggest step which the 
Congress can make at this moment to improve the national system of 
civil air transportation is the enactment of permanent certification 
legislation for the group of carriers that has by performance demon- 
strated its right to such certification beyond any previous demon- 
stration—the local service carriers. 

I strenuously urge this committee that the way to ‘““unpermanentize”’ 
the subsidy presently paid to the local carriers is by permanentizing 
the certificates of the carriers themselves. Our earnest solicitation of 
the Congress at this stage of our development is that the major ob- 
stacle toward self-sufficiency inherent in the temporary certification 
—— be removed from us by the legislative action which is within 
the power of the Congress. 

(The tables above referred to are as follows:) 


Cittes SERVED By LOcAL AIRLINES ! 


Alabama: California: California—Continued 
Birmingham Arcata ? Santa Barbara 2? 
Gadsden 2 Blythe 2 Santa Clara 2 
Mobile Carmel 2 Santa Cruz ? 
Tuscaloosa ? Chico ? Santa Maria 2 

Arizona: Crescent City 2 Santa Rosa ? 
Ajo? 4 Death Valley ? 4 5 Stockton ? 4 
Clifton 2 El Centro 2 Ukiah 2 
Flagstaff ? Eureka 2 Ventura ? 
Kingman 2 Indio ? 4 Watsonville ? 
Morenei ? Laguna Beach ? Yreka ? 

Phoenix Long Beach ? ¢ Yuba City ? 
Prescott Los Angeles Colorado: 
Safford 2 Marysville ? Alamosa ? 
Tucson Mendocino 2 . Cortez ? 
Winslow 2 Monterey ? Denver 
Yuma ? Oakland Durango ? 

Arkansas: Oceanside 3 ® Grand Junction 
Camden ? Ontario * Gunnison ? 

El Dorado 2 Oxnard ? Monte Vista ? 
Fayetteville 2 Red Bluff ? Montrose 2 

Fort Smith Redding 2 Pueblo 

Helena 2 Riverside + Delaware: 

Hot Springs Sacramento Dover ? 

Little Rock San Bernardino ‘ Rehoboth Beach 2 5 
Magnolia 2 San Diego * Wilmington 

Pine Bluff 2 San Francisco District of Columbia: 
Stuttgart ? San Jose ? Washington 
Texarkana San Luis Obispo ? Florida: 

West Helena ? Santa Ana ? Jacksonville 


See footnotes at end of table, p. 34. 
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Citms Spervep sy Loca, Arriuings '—Continued 
Montana—Continued 


Georgia: 
Albany 
Athens 2 
Atlanta 
Columbus 
Moultrie 
Valdosta 
Idaho: 
Boise 
Burley ? 
Coeur D’ Alene 2? 
Idaho Falls 
Lewiston ? 
Moscow 2 
Payette ? 
Pocatello 
Rupert ? 
Twin Falls 
Illinois 
Cairo 2 
Champaign ” 
Charleston ? 6 
Chicago 
Danville 2 
Decatur ? 
Galesburg ?7 
Herrin ? 
Marion 2 * 
Mattoon ? 6 
Moline 
Peoria 
Quincy 
Rockford 
Springfield 
Urbana ? 
Indiana: 
Bloomington ? 
Gary 2 
Indianapolis 
Kokomo 2 
Lafayette ? 
Logansport ? 
Marion ? 
Peru 2 
Richmond ? 
South Bend 
Terre Haute 
Towa: 
Clinton 6 
Davenport 
Kansas: 
Chanute ? 
Pittsburg 2 
Wichita 
Kentucky: 
Ashland 
Corbin 2 
Fort Campbell ? * 
Hopkinsville 2 ® 
Lexington 
London ? 
Louisville 


Paducah 


See footnotes at end of table, p. 34; 


Louisiana: 


Baton Rouge 
Monroe 

New Orleans 
Shreveport 


Maryland: 


Baltimore 
Cambridge 2 
Cumberland 2 
Easton 2 
Hagerstown ? 
Ocean City ? 
Salisbury ? 


Massachusetts: 


Boston 
Holyoke 
Pittsfield 
Springfield 
Worcester 


Michigan: 


Detroit 
Escanaba ? 
Grand Rapids 
Hancock 2 
Houghton ? 
Tron Mountain ? 
Ironwood 2 
Kalamazoo ? 
Lansing 
Marquette ? 
Menominee ? 


Minnesota: 


Bemidji ? 

Brainard 2 
Chisholm 2 

Duluth ? 

Hibbing ? 
International Falls 2 
Minneapolis 

St. Paul 

Thief River Falls 2 
Winona ? 


Mississippi: 


Biloxi 
Columbus 2 
Greenville 2 
Gulfport ? 
Jackson 
Laurel 2 
Natchez ? 
Tupelo 2 
Vicksburg ? 


Missouri: 


Cape Girardeau 2 
Columbia 2 
Hannibal 
Jefferson City ? 
Joplin 

Kansas City 
Springfield 
St.*Louis 


Montana: 


Billings 


Nevada 


Glendive 2 
Miles City ? 
Sidney 2 

Wolf Point ? 
Boulder City * 
Carson City ?? 
Hawthorne 2 
Las Vegas 
Minden 2 3 
Reno 
Tonopah 


New Hampshire: Keene. 
New Jersey: 


Asbury Park ? 
Atlantie City 
Long Branch ? 
Newark 

Red Bank ? 


New Mexico: 


Albuquerque 
Clovis 2 
Farmington ? 
Gallup ? 
Hurley 2 
Santa Fe 
Silver City ? 


New York: 


Albany 
Auburn ? 
Binghamton 
Buffalo 
Corning 
Elmira 
Endicott 
Geneva 2 
Ithaca ? 
Janestown ? 
Johnson City 
Liberty ? 5 
Monticello 2 § 
New York 
Niagara Falls 
Olean ? 
Rochester 
Rome 2 
Syracuse 
Utica ? 
Watertown 


North Carolina: 


Aberdeen 2 5 
Asheville 
Branfort 5 
Charlotte 
Durham 2 
Fayetteville ? 
Fort Bragg ? 
Greensboro 
Hickory ? 
High Point 
Kinston 2 


Morehead City 5 
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Cirres Servep spy Locau Arriines —Continued 


North Carolina—Con. 
New Bern 
Pinehurst 2 5 
Raleigh 
Southern Pines 2 5 
Wilmington 
Winston-Salem 

North Dakota: 
Bismerek 
Dickinson 2 
Grand Forks 
Mandan 
Minot 2 ® 
Williston ? 

Ohio: 

Cincinnati 

Cleveland 

Columbus 

Dayton 

Dover? 


Pennsylvania—Con. 


Erie 

Franklin 2 
Harrisburg 
Johnstown 2 
Lancaster 
Lock Haven? 
Oil City ? 
Philadelphia 
Phillipsburg ? 
Pittsburgh ? 
Scranton 
State College ? 
Wilkes Barre 
Williamsport 


South Carolina: 


Greenville 
Greenwood 2 
Myrtle Beach ? ° 
Spartanburg 


Lima? Tennessee: 


Mansfield 2 
Marietta 

Marion ? 

New Philadelphia ? 
Springfield 2 
Youngstown 


Bristol 
Clarksville 2 ¢ 
Johnson City 
Kingsport 
Knoxville 
Nashville ® 


Zanesville 2 Texas: 


Oklahoma: 
Ada? 
Ardmore ? 
Bartlesville 
Chickasha ? 
Duncan ? 
Enid 2 
Fort Sill 
Lawton 
McAlester 2 
Muskogee 
Oklahoma City 
Ponca City ? 
Stillwater ? 
Tulsa 
Woodward 2 

Oregon: 
Albany ? 
Astoria ? 
Baker ? 
Coos Bay 2 
Corvallis 2 
Eugene 
Klamath Falls 
La Grande 2 
Medford 
North Bend 2 
Ontario ? 
Pendleton 
Portland 
Roseburg 2 

Pennsylvania: 
Altoona 2 
Bellefonte 2 
Bradford 2 
Clearfield 2 


See footnotes at end of table, p. 34. 


Abilene ? 
Alpine? 
Amarillo 
Austin 
Beaumont 
Beeville ? 

Big Spring ? 
Borger ? 
Brady ? 
Breckenridge ? 
Brownwood ? 
Bryan ? 
Coleman ? 
College Station ? 
Dallas 
Edinburg ? 

El Paso 

Ft. Stockton 2 
Ft. Worth 
Galveston ? 
Gladwater 
Harlingen ? 
Houston 
Kerrville ? 
Kilgore 
Longview 
Lubbock 
Lufkin 2 
Marfa 2 
Marshall 2 
McAllen ? 
Midland 
Mineral Wells 2 
Mission 2 
Odessa 


Pecos 2 


Texas—Continued 


Plainview 2 
Port Arthur 
San Angelo 
San Antonio 
San Benito ? 
Snyder 2 
Sweetwater ? 
Temple? 
Tyler 
Victoria 2 
Waco 


Utah: 


Salt Lake City 
Vernal 2 


Virginia: 


Bristol 
Danville 
Hampton 
Lynchburg ? 
Newport Siee 
Norfolk 
Portsmouth 
Richmond 
Roanoke 
Virginia Beach 
Warwick 
Williamsburg 


Washington: 


Aberdeen 2 
Centralia ? 
Chehalis 2 
Clarkston 2 
Ellensburg ? 
Ephrata ? 
Hoquiam ? 
Kennewick 2 
Moses Lake 2 
Olumpia ? 
Pasco 2 
Port Angeles ? 
Pullman 2 
Richland 2 
Seattle 
Spokane 

alla Walla 
Wenatchee 2 
Yakima 2 


West Virginia: 


Beckley ? 
Bluefield 2 
Charleston 
Huntington 
Parkersburg 
Princeton ? 
Wheeling 


Wisconsin: 


Beloit 2 
Clintonville 2 

Eau Claire 2 
Green Bay 2 
Janesville ? 

La Crosse ? 

Land O’ Lakes 2 ® 
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Crtres Spervep spy Loca Arriines '—Continued 


Wisconsin—Continued Wisconsin—Continued W yoming—Continued 


Madison Wausau ? Laramie ? 
Manitowac ? Wisconsin Rapids ? Lovell? 
Marinette ? Wyoming: Powell ? 
Milwaukee Casper Rawlins ? 
Oshkosh 2 Cheyenne Riverton ? 
Rhinelander ? Cody ? Rock Springs ? 
Stevens Point ? Greybull ? Worland ? 
Superior 2 Lander ? : 


There is no local airline service in the States of Connecticut, Maine, Nebraska, 
Rhode Island, South Dakota, and Vermont. 


1 Cities which are certificated for service through a common airport, such as Parkersburg, W. Va., and 
Marietta, Ohio, served by Allegheny Airlines, are listed separately. 
2 Cities served by local airlines only. 
3 Service scheduled to be terminated Mar. 26, 1955. 
: sores eaves to begin Mar. 26, 1955. 
n. 


6 Certificated but service not yet inaugurated. 
1 Certificate effective Mar. 7, 1955. 


Mr. Fiopere. I thank you very much, gentlemen, for your 
attention. 

The Cuarrman. Thank you very much, Mr. Floberg for a complete 
and comprehensive statement and for all of the exhibits that certainly 
will be helpful to the committee in considering the legislation. 

Mr. Harris. Mr. Chairman. 

The Cuarrman. Mr. Harris. 

Mr. Harris. I have one or two questions, Mr. Floberg. 

Do I understand that this request for permanent certificates is made 
in connection with an effort that these local airlines are making to 
finance more adequately their operations on a long-term basis? 

Mr. Fiosere. That is a major consideration, Mir. Harris, There 
is no question about that. 

Mr. Harris. Will you elaborate a little further on the difficulties 
you are having now and why it is necessary that you be given this 
permanent certificate? 

Mr. Fiopere. Each one of these airlines can tell his own particular 
story, but I could point to a couple of them, however. 

Some of these airlines must pay higher interest rates than the going 
commercial rates simply because their sources of obtaining loans 
consider them a little less reliable borrowers because of the very fact 
that they are uncertain in their tenures. There is one case of one of 
these airlines that was in the process of raising some money by a 
debenture system and the first offering of the debenture was to be 
made to the current stockholders of the company. In soliciting the 
stockholders to see whether they would choose to take advantage of 
their rights to take up some of these debentures, the prospectuses 
were sent to the various parts of the United States and in Mr. Hin- 
shaw’s State (California), the blue-sky people would not even let the 
debentures be marketed to the stockholders because of the short-term 
duration of the airline certificates. There are many other examples 
more or less of those types, where financing has been either more 
expensive or much more difficult and has absorbed a great deal more 
effort on the part of management than it should have, proportionately. 

Mr. Harris. Can you give us an estimate of the total capitalization 
of the local air-service carriers? 

Mr. FLopera. You mean invested capital? 
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Mr, Harris. Yes. 

Mr. Fuiosere. I do not know, Mr. Harris, but I will be glad to 
supply that for the record. 

Mr. Harris. Could you give us any estimate of what additional 
capital the local air-service carriers might need in order to function 
more adequately under their certificates? 

Mr. Fiosere. I am afraid that figure would be too speculative for 
me at this time, Mr. Harris. I will say this, though, that if these 
airlines had adequate capitalization, or adequate prospects of the 
future, then they would have a foundation on which to approach 
aircraft manufacturers for the construction of a suitable aircraft for 
their particular requirement. 

At the present time manufacturers are doubtful of the potential 
market here simply because they want to know who is going to pay 
for these airplanes, and I personally have talked to aircraft manu- 
facturers who asked that question ‘“‘Where is the money coming from, 
and can these people raise the money to justify my undertaking a 
program of building an aircraft tailored to their requirements?”’ 

Mr. Harris. Well, it is a fact that local service air carriers must in 
the foreseeable future obtain some different type of airplane. 

Mr. Fuopere. Yes, sir. All of the carriers are basically operators 
of the DC-3 type aircraft. There are a few aircraft that are not of 
the DC type in operation, but basically that is what they are. 

Now, that is a fine old flying machine, but time has passed it by as 
a commercially efficient and economical aircraft. 

Incident to this very point you may hear from the Civil Aeronautics 
Board that in the last couple of weeks, the airlines have made pur- 


chases of aircraft. Mohawk nae 3 Convair 240’s, and Allegheny 


bought 3 Martin 202’s, but I would like to explain the circumstances 
under which both of those purchases were made. 

In the first place, Allegheny bought the Martin 202’s at a bank- 
ruptey sale in California. They had an opportunity to buy and 
bought them when the sheriff knocked them down at auction, and 
they got them at quite a favorable price, because of the distressed 
circumstances of the sale. 

Mohawk bought three of the old Convair 240’s. They were three 
aircraft that used to belong to Chennault’s airline, and they are the 
ones that we brought back on an aircraft carrier, as you will recall, 
under rather difficult cireumstances 2 or 3 years ago, and they have 
now been overhauled and are going to be put into service by Mohawk. 

Now, each of these airlines has thought that in the limited number 
they could employ these particular aircraft to an advantage in certain 
parts of their operations. 

In other words, they have not said that this was an ideal aircraft 
by a longshot. 

Mr. Harris. Do you mean to indicate that the Civil Aeronautics 
rhe takes the position that that is an indication of what can be 
done? 

Mr. Fiosere. I think that they are going to take that position, 
because they have indicated that to me and I maintain that that 
does not prove a thing. 

Mr. Harris. Wouldn’t that be rather contrary to the action they 
took in connection with the Pioneer line’s when they required them 
to dispose of their Martin 202’s, about a year or two ago? 
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Mr. Fiosere. I would certainly not say it was consistent, but 
regardless of whether it is or not, Mr. Harris, I certainly would 
submit no airline should depend for a long-range operation either on 
opportunities that may materialize in future baknruptcy sales, or in 
any future difficulties that General Chennault’s operations may get 
intoin China. I think that is too speculative a basis on which any 
airline should be operated. 

Mr. Harris. I am taking too much time, but there is just one other 
thing I want to ask you. 

You said that the Civil Aeronautics Board originally had 20 apply 
for certificates and then that was cut down I believe by 3 and 3 others 
have failed to receive renewed certificates, and that is the reason why 
we only have 14. 

Mr. Fioserea. Yes, and as I say, on March 31 there will be only 13. 

Mr. Harris. Now, are all 14 of these airlines considered as going 
organizations, capable of performing the service? 

Mr. Fiosera. Yes, sir; they have all been certificated at least twice 
and some of them three times. 

Mr. Harris. Well, I appreciate that, but could you state categori- 
cally to this committee, from your knowledge, that these 14 certifi- 
cated airlines are capable of performing the service in the future, 
should they be given permanent certificates? 

Mr. Fiosera. They certainly can in my opinion, Mr. Harris. 

Mr. Harris. Now, when the Civil Aeronautics Act was passed by 
the Congress in 1938, how many airlines were there then in operation? 

Mr. Fiosera. I cannot answer that question offhand. There were 
approximately—there were 16 trunk airlines. I believe that is right. 
Either 15 or 16; either 15 or 16 trunklines, Mr. Harris. 

Mr. Harris. Now, were all 15 or 16 of those trunk airlines given 
the advantage of the “grandfather” clause? 

Mr. Fiosera. Yes, sir. 

Mr. Harris. Can you say whether or not the Civil Aeronautics 
Board as a policy at that time recommended that that be included in 
the legislation? 

Mr. FLosera. No; there was no Civil Aeronautics Board at that 
time. That was one of the creatures that developed out of the legis- 
lation itself. 

Mr. Harris. That is true. I recognize that. But, I assume that 
should there have been such an organization at that time in the 
Government, it probably would not have proposed that policy at that 
time. 

Mr. Fioserea. Well, if it is going to be consistent with the current 
opinion of the Civil Aeronautics Board, it would not; yes. 

Mr. Harris. In other words, what you are asking here is that these 
14 airlines that are capable of performing the service, be given the 
same privileges that the Congress gave to the existing and going air- 
lines when the act was passed. 

Mr. Fiosera. Yes, sir. 

Mr. Harris. That is all, Mr. Chairman. 

The CuarrMan. Are there any further questions? 

Mr. Wotverron. Mr. Chairman. 

The CHarrman. Mr. Wolverton. 

Mr. Wotverton. Mr. Floberg, I have just read the report of the 
Secretary of Commerce with respect to this legislation. They recom- 
mend against it. 


~~ Oo SK 


nn 


— DPD =— 


a 


~:~ Url COULD 





PERMANENT CERTIFICATES FOR LOCAL SERVICE AIR CARRIERS 37 


It would seem as if the principal reasons that they give are based 
upon the feeling that there should be a regulatory power in the Board 
and that these rights should not be given by legislation to all com- 

anies. 
. Do you think there is anything to the point that some of the com- 
panies may be entitled to it and some may not be entitled to the 
certificates? 

Mr. Fouzsere. I do not, Mr. Wolverton, and I will tell you why I 
do not. 

There will always be differences between the nature of the opera- 
tions of these individual lines. Some of them furnish transportation 
to the Rocky Mountain area, which is quite a different proposition 
than furnishing it to the more densely populated eastern areas, for 
example. 

Some of our next witnesses will testify as to the nature of their 
operations inherent in flying in the Rocky Mountain area and so forth. 

Now, the Board has always had the authority to certify permanently 
any of these carriers which it chose to. It never has certified any of 
them permanently though it has found each, a minimum of twice, to 
be fit, willing and able to perform the transportation in question. 

Now, as | indicated before, I believe that there are some points in 
time at which the experiment has been proved either successful or 
unsuecessful. I do not think anyone will condemn the Civil Aero- 
nautics Board for making the initial certification of these airlines 
temporary, because admittedly, the concept that local air service was 
experimental and the desire was to test the market, to see whether 
there was a national demand for this type of air traffic. 

I believe the charts which I have shown you eloquently show that 
the national demand is here and has been satisfied and I think that the 
consistent unward curve in the pattern shows the desirability of this 
service. 

I might add that that curve is upward for all of the airlines. 

Now, naturally, in the less densely populated areas, the gross figures 
will not be as high as they are in the more densely populated areas; 
but every one of these airlines has a special problem as to service, and a 
special problem with relation to their regions, so I see no reason to 
preclude this service from any region. 

Mr. Wotverron. Is there any provision in this bill, this proposed 
act, that would preclude the Civil Aeronautics Board from exercising 
the power of granting temporary certificates to newcomers? 

Mr. Fuiosera. No, sir; there is nothing to prevent that. These 
bills, as I read them give “grandfather” rights to the existing 
14 carriers who are performing this service. 

Mr. Wotverton. And what is the period over which they must have 
operated to have the benefit of the ‘‘grandfather’’ clause? 

Mr. Fiospere. It is 120 days, a 120-day provision. They have that. 

Mr. Wotverton. What? 

Mr. FLopere. 120 days is what the bills say. Actually these com- 
panies have been operating a minimum of 4% years and up to 10 years. 

Mr. Wouverton. Yes; I understand that to be the case; but it 
seems to me that there should be come limitation of some kind with 
respect to the length of time a company has operated before it would 
automatically be entitled to a permanent certificate. Under this bill, 
as I understand from what you have just said, the figure is 120 days; 
is that right? 
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Mr. Fioserc. They could; the applicant must apply within 120 
days; he has 120 days in which to snake for his permanent certificate. 
That is what it amounts to; what the bill says. 

The CHarrMAN. I think probably you have misunderstood the 
question. 

Mr. Wotverton. Perhaps I did not make it plain. I want to 
know how long a company must operate before the Commission would 
be required to give it a permanent certificate. 

Mr. Fioperc. There is nothing in these bills that delineates that 
point, Mr. Wolverton, but I do not think there could be any objection 
for the following reasons: The bill says an airline furnishing local or 
feeder service on the day this bill becomes a law; this act becomes 
effective, and there are only 14 candidates, or really only 13 candi- 
dates, for inclusion within that definition. 

So, there is no opportunity for anybody else to be included, as I see 
it; and further, practically, the minimum time anyone who is eligible 
has been serving the public is 4% years. 

Mr. Wotverton. Then, as I understand it, this bill would not in 
any way affect companies that shall hereafter seek to operate, but only 
has an effect upon those that have already been in existence and are in 
existence at the present time. 

Mr. FLospere. Yes, sir. 

Mr. Wotverton. That is ail, Mr. Chairman. 

Mr. Cariyie. Mr. Chairman. 

The Cuarrman. Mr. Carlyle. 

Mr. Caruyte. Mr. Floberg, I have one question as to these par- 
ticular lines, and their request for a permanent certificate. Would 
you object to telling us the principal source of your opposition? 

Mr. Fiopere. Well, without claiming any special ability as a proph- 
et, I am sure the Civil Aeronautics Board will oppose this legislation. 

Mr. Carty.e. I assume that; but where is your other opposition? 

Mr. Fiosere. There is no opposition in the industry. 

Mr. Carty ez. I am just trying to find where the opposition is. 

Mr. F.Losere. That is the only opposition I anticipate, Mr. Carlyle. 
Certainly there is none in the industry. The trunk airlines, for ex- 
ample, are not going to oppose it. The trunk airlines are benefited 
by our operations. We actually furnish the trunk airlines about 
17 millions in traffic a year. It is a hard figure to arrive at. You 
can argue that that figure should be increased. That is the most 
conservative figure used. I could say twice that much, and defend 
the figure. One out of every 5 passengers we carry industrywide 
is fed to the trunks and in some cases and in some areas, 1 out of 
every 2. It just depends upon the type of operation we have. 

Out in California, in the Southwest Airway area, there is a very 
high proportion of traffic fed to the trunklines. 

Mr. Carty.e. So your competitors then are not against this? 

Mr. Fiosera. We are not competitive with the trunk carriers. 
We are supplementary to the trunks, and they know it. We furnish 
both local service and feeder services, and both are very important. 

Mr. Carty.e. Then the old permanent lines are not against you? 

Mr. Fiopera. No, sir. 

Mr. O’Hara. Mr. Chairman. 

The CHarrMan. Mr. O’Hara. 
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Mr. O’Hara. Mr. Floberg, I have been on the committee for quite 
some time, and I think that the committee is quite sympathetic, from 
its past history and from its actions toward the problem of these feeder 
airlines, the local airline operators. 

Now, there is one phase of this I assume that the CAB takes, Mr. 
Flobert, and I assume that they will take that position, and that is 
that it is a mistake to grant the feeder airlines certificates which ma 
not be commercially feasible. For example, I have in mind, and 
believe there are some applications in for an extension of existing 
feeder airline services. I believe the North Central has one of those 
situations. 

Now, do you see any difficulty in that problem? Let us assume that 
the certificate which is being asked to be added to the airlines is good 
territory; certainly there should be no objection to including that in 
the permanent certificate. 

Mr. Fioserea. Certainly not. 

Mr. O’Hara. Now, if it is a gamble there might be an imposition 
of territory upon that airline which they would be responsive to 
service. Is that not correct? 

Mr. Fiosere. It could be no more than a temporary position, 
because just as in the case of the trunks, the Board has the power 
to alter and amend routes, and segments of routes, and the charts 
that I have included in this statement shows the evolution of the 
trunk routes in the United States, and I think, that is adequate 
assurance as to whatever steps are necessary to take as to segments 
or parts of routes which are uneconomical, or unprofitable. They 
can be altered as they have been in the case of trunks. 

Mr. O’Hara. And there is no actual roadblock toward the certifica- 
tion of these 13 airlines that you can see in any way? 

Mr. Fiosere. No, sir; and I am certainly assuming there will be 
modifications, development, amendments in the future as history 
shows that different parts of them are weaker than others and do not 
justify the continued investment. 

Mr. O’Hara. And you see no justification for assuming that the 
CAB take that attitude; you see no justification from a practical 
sense to such a position; is that correct? 

Mr. Fiosere. None whatever. 

The CuHatrMAN. Are there any further questions? 

Mr. Wruuiams. Mr. Chairman. 

The CuatrMan. Mr. Williams. 

Mr. WituraMs. Mr. Floberg, which is the oldest of the local airlines? 

Mr. Fiopere. Pioneer is actually the oldest; but Pioneer, as I 
mentioned, will go out of existence on the 31st of March and then, 
following Pioneer, I believe Frontier is the oldest in point of effective 
date of its certificate. 

Mr. Williams, there are several of these that were born right after 
World War II, during 1946 and 1947. 

Mr. Wriiui1aMs. How long has that airline been in operation? 

Mr. FioserG. Just under 10 years. 

Mr. WiiuraMs. Just under 10 years? 

Mr. Fiopere. Yes. 

Mr. Wiutams. Is there anything in the law now that prohibits 
the CAB from granting permanent certificates to local service airlines? 

Mr. Fiosere. No, sir; nothing whatsoever. 
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Mr. Wruu1ams. Would you not think that 10 years’ operation; 10 
years’ successful operation, would be sufficient time in which to deter- 
mine that it was a good operation? 

Mr. Fiosera. Mr. Williams, 10 years is an awful long experiment. 
The only one that I remember that went longer than that was the 
“Noble experiment.” 

Mr. Witu1ams. You mentioned the fact that most of your equip- 
ment is DC-3’s. 

When did the last DC-3 come off the line? 

Mr. Fiosera. The last DC-3 type came off the line at the end of 
World War II, about 1945. Those were military aircraft. That was 
the C-47, or the R4D; but they are essentially DC-3’s. 

Mr. WituiaMs. Then all of your DC-3’s must be over 10 years old. 

Mr. Fiosere.. Yes, sir; they are all 10 years old. 

Mr. WriuraMs. And as I understand it you cannot replace them 
with new equipment until you can see far enough into the future to 
ae that your firms are going to be in business long enough to pay 

or it? 

Mr. Fiosere. Yes, sir; these airlines need aircraft low in purchase 
price; low in maintenance and operating expenses, and tailored to their 
particular requirements. These airlines I am talking about average 
a landing and takeoff every 75 to 100 miles, as compared with t 
trunk airlines which make a landing and takeoff on an average of 400 
miles. They are a totally different operation. Hand-me-down air- 
craft that had been used by the trunklines, obviously, is not a solution 
to this problem. 

Mr. Wixuiams. Assuming that all of these local service airlines 
would be granted permanent certificates, do you believe that manu- 
facturers would then be willing to put out the time and effort and 
money, to develop an aircraft specially tailored to your needs? 

Mr. Fiosera. I think they could be convinced to do it. I do not 
believe that you can assume just because they are given permanent 
certificates that that is going to open the floodgates so that every 
manufacturer is going to be clamoring like mad for this particular 
market. However, there is one thing we do know, until the certificates 
are made permanent no one is going to be interested. 

Mr. WruuiaMs. That is all, Mr. Chairman. 

Mr. Hinsuaw. Mr. Chairman. 

The CuarrMan. Mr. Hinshaw. 

Mr. Hinsuaw. Mr. Floberg, along the line of Mr. Williams’ point. 
I think that the original DC was designed about 1930 or thereabout, 
and they began production of the DC-3 somewhere along about 1934. 

Mr. Fiosperc. About 1934 or 1935. 

Mr. Hrnsnaw. 1934 or 1935. 

Mr. Fiopera. Yes. 

Mr. Hrnsnaw. And there were 365 of them in existence at the 
beginning of World War II. Approximately half of them were taken 
over by the Military Establishment and then there were 8,000 pro- 
duced during World War II. They were sold more or less around the 
country and around the world, after the war, and I believe that is 
about the only source of spare parts now, cannibalization of the old 
planes from World War II. 

Mr. Fiopere. Canibalization and handmade spares, Mr. Hinshaw, 
In many cases they have to make those spares by hand and it is 
terribly expensive, of course, the same as if you had to hire a black- 
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smith to make a new spring for your car when you broke a spring. 
It might cost $500 to replace the spring. 

Mr. Hrnsnaw. Now, Mr. Williams mentioned the fact that it is 
necessary for somebody to come up with a new type of aircraft. 

I think when you consider the DC-3 and equivalent types that are 
operated by corporations—they operate pretty close to 10,000 air- 
planes—that is 161, plus 10,000, plus miscellaneous possible sales 
around the world, will offer quite a considerable market for the type 
of plane which the local service carriers could use. 

That is all at this time, Mr. Chairman. 

The CuarrmMan. Mr. Williams, were -you through? 

Mr. WiuutaMs. I have one more question. 

The Cuarrman. Mr. Williams. 

Mr. WituraMs. In your summary, you outlined the situation that 
these airlines face in trying to borrow money and to get new equip- 
ment, and so forth. 

There is one other thing that you might mention and that is the 
effect this would have on personnel. That is, pilots, and maintenance 
men, aircraft maintenance men insofar as job security is concerned. 

Mr. Frosere. Well, Mr. Williams, on that very point, imagine 
the difficulties of convincing a man to plan his career with an em- 
ployer who has 3 years to live. Or, if his certificate is in the process 
of renewal, he may have even a shorter length of time. 

It seems to me like a most unstable prospect for a good promising 
man to offer him a career with a life expectancy of a few years of that 
sort. 

Now, it is really the high morale that the management have been 
able to inspire in their personnel, and devotion to the concept of local 
service that has enabled these lines to do as well as they have in the 
personnel picture. 

aan Wriuiams. Do you lose many men to the trunklines on account 
of that? 

Mr. Fiosera. There is no question about that. 

There is a constant attrition of our personnel not just to the trunk- 
lines, but to all kinds of industry, because of the short term prospect of 
employment. What it means in effect is every employee of a local 
service airline at this time is a temporary employee. There is no such 
thing as permanency. 

Mr. Roserts. Mr. Chairman. 

The Cuarrman. Mr. Roberts. 

Mr. Roserts. Mr. Floberg, do you have a chart in here on safety 
performances of the local service carriers? 

Mr. Fioperea. I have no chart, but I can answer the question. 

There have been 2 fatal accidents in 10 years’ operation. 

Mr. Wits. I think that is important. 

Mr. Hate. Was there much loss of life? 

Mr. Fiosrerc. About 27 lives lost in the 2 crashes. 

_ I would not want to be held to that figure, but I am pretty sure that 
is correct. 

The CuarrMan. Mr. Hale. 

Mr. Hate. How many passenger-miles were traveled? 

Mr. Fiospere. Well, it was 461 million last year. 

Mr. Hate. At any rate, the safety record compares favorably with 
that ot the trunkline carriers? 
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Mr. Fiopere. I believe so. In decimals I could not compare the 
two at this time, but I am sure it is a most favorable record. 

Mr. Have. Last year, Mr. Floberg, last summer or spring, we had 
Senator Gurney of the Civil Aeronautics Board before us, and, if I 
remember, he testified to the general effect that one reason why they 
were hesitant to give permanent certificates to these local lines was 
that there was no suitable plane for them to do business with. 

Will you comment on that? 

Mr. Fiosere. I agree that there is no suitable plane, but that is 
what our problem is. We can never have a suitable one unless we 
become a permanent industry and that is one of our first selling 
points with manufacturers, to try to demonstrate the desirability of 
their investing time and effort and personnel in creating a new air- 
craft, and our principal point is then to have a market. As Mr. 
Hinshaw pointed out, the 161 aircraft that these companies operate 
are not the only customers for this aircraft and I do not believe any 
aircraft company would build an airplane just for 161 sales; but there 
are other customers geneaneet, when the aircraft becomes available, 
and I believe personally that there will be a market for them. 

Mr. Hausz. If you do not get a permanent certificate until you get 
a perfect aircraft, how long will it be before you get your permanent 
certificate? 

Mr. FLosere. That is just the thing. It would take Mr. Churchill, 
with his rhetoric to answer that question properly, because it reminds 
me of his ‘‘mystery wrapped in an enigma.”’ 

Mr. Hate. Just one other question. You did refer to the ““DC-3 
type” of planes. What do you mean by that besides the DC-3? 

Mr. Fiosere. What I meant by that is that the DC-3 type includes 
the C-47, and the R4D. The C-47 and the R4D’s are military 
planes. ‘The C47 was an Army plane and the R4D a Navy plane. 
They are DC—3’s, except for particular modifications made to meet 
the special requirements of the military service. They are essen- 
tially the same aircraft. 

And, many of the planes now being operated were formerly military 
planes which have been modified. The differences are very minor, 
such as communications equipment, cowlings, and pairings, instru- 
mentation differences, and so forth, but the airplane is basically the 
same. 

Mr. Have. It would seem to me that there ought to be enough 
ingenuity and skill in the aviation industry in this country to create 
a modern aircraft capable of doing the job you want to get done. 

Mr. Fiosera. There is not the slightest doubt in my mind about 
that. Iam sure there is. 

The CuHarrMAN, Are you through, Mr. Hale? 

Mr. Hate. Yes. 

The Cuarrman. Mr. Staggers. 

Mr. Staceers. No questions. 

The CuarrMan. Any further questions? 

Mr. Douuiver. Mr. Chairman. 

The CuatrMan. Mr. Dolliver. 

Mr. Doturver. Now, I have just this comment to make: I feel as 
many of the other members of the committee do, that this is a very 
serious problem, and certainly one that deserves the attention of this 
committee. I hope we can work out an answer to it that is going to 
give some hope for the future to the airlines serving local communities. 
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I think it is of the utmost importance, and if we can find an answer T 
think it will be very valuable as a contribution to the industry. 

The CHarrman. Mr. Heselton. 

Mr. Hesston. Mr. Floberg, I want to ask you a question about 
your table B on page 54. I notice that you have the operating ex- 
penses of these 14 carriers, and that they increased very rapidly over 
this period of 5 years. Can you account for that? 

Mr. Fiopere. Yes, sir. For one a the number of route miles 
has also increased greatly. Therefore, the quantity of services ren- 
dered has greatly increased, and that has caused a consequent increase 
in expenses. 

The next point is that the increases or the ordinary inflationary 
tendencies that resulted from the Korean war have had a serious im- 
pact on this industry, like every other. I might reply, however, that 
although operating expenses have increased in gross, we have been 
keeping them under control and at a downward trend per unit of 
service rendered, either on a passenger or freight- or mail-mile basis. 

The increase in expenses has not, as I pointed out when I was going 
through my charts here, been at the expense of the Government at all. 
This increase in operating expense has been more than matched by 
the increase in commercial revenues. 

Mr. Hesetton. As I recall, when we had the hearing on H. R. 8980 
last year, Mr. Nyrop testified that he confidently expected that within 
a period of 10 years the element of air mail subsidy would be eliminated 
so far as these 14 lines are concerned. Do you agree with that? 

Mr. Fiosere. Once again I hate to prophesy that far in the future. 
I am sure the aircraft these lines are operating at the present time is a 
major handicap to becoming subsidy-free. As it gets older, it will 
continue to be an increasing handicap. 

At the same time, I am sure that many of them will be able to work 
their way out of their subsidy position at the present time. As a 
footnote to that, however, there may be parts of the United States 
where airmail and air-passenger and air-freight services are being 
rendered where the population density is such and the operating prob- 
lems are such that particular lines will never be subsidy-free. 

But then we are buying with Federal funds an air transport system, 
and I maintain the fact that there is the existence of a small subsidy 
can be no objection to having a major Federal transport system of the 
kind we have for civil aviation in the country today. 

Mr. Hese.ton. Without meaning to single out anyone of these 
carriers, my examination of the records indicated that Mohawk, for 
instance, is one line, and I don’t remember what the second line is 
that has demonstrated a progressive ability to improve their service 
to the point where certainly it would seem as though they should be 
entitled to a permanent certificate quite apart from this other situa- 
tion. Is that your opinion? 

Mr. Fiopere. I would say so; yes, sir, but of course they don’t 
have one, and they are still operating under a temporary certificate 
like everybody else. Mohawk does have certain advantages. They 
serve the Mohawk Valley and several fairly large cities and I tried to 
make that point that Syracuse, New York, and Rochester, and 
Schenectady, and Elmira, and certain cities of that sort have natural 
advantages over Pueblo, Colo., and Carson City, and so forth. I 
I don’t think that the citizens of the smaller towns should ipso facto 
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be denied the services that are rendered to the citizens of the larger 
towns. 

Mr. Hesetton. Probably for the record I would like to add Pitts- 
field and Westfield and Springfield near Boston. In order to keep the 
record straight, page 66, I notice that you list Boston, Holyoke, Pitts- 
field, Springiield, and Worcester. 

May I call your attention to the fact that the airline actually serves 
Westfield instead of Springfield. That is all, Mr. Chairman. 

The Cuarrman. Are there any other questions? 

Mr. Macponatp. Would you care to comment, Mr. Floberg, about 
the relation of the obsolesence of the planes, as I understand it, which 
haven’t been built for some 10 years, and the morale factor on the 
people who aren’t sure they will be reemployed after a certain period 
of time. Would you care to comment about the ratio of that and the 
safety factor. I am hearimg all of these things that are so wrong about 
oe present setup, and I became a little alarmed about the safety 

actor. 

If you have to handtool at a great expense all replacements or strip 
down planes, it would seem to me that chances might be taken. 

Mr. FLosperc. No. These airlines are, of course, subject to the same 
safety requirements as any other commercial airline, as the trunklines 
operating in the United States. An aircraft can be old and be perfectly 
safe. These aircraft are perfectly safe. The problem of keeping them 
safe is the expensive one. There is no question about the fact that the 
DC-3, or these DC-—3’s and many others are still fine flying machines. 
I love them and other people who fly them love them. But their big 
objection today is that they are no Jonger economical commercial 
transports. It is not that they are not safe ones, but they are not 
economical ones. 

With proper maintenance they can be kept safe indefinitely. 

Mr. Macponatp. Then you feel whether or not you get what you 
are seeking, it would not affect the safety factor of ‘these feeder lines? 
Mr. Fiosere. It will affect it in this sense: It will be easier an 

cheaper to maintain the same safety standards. 

Let us put it that way. 

i eae To be reflected in the stockholders and not the 

ublic? 
. Mr. Fiosere. It will be better service for the public. There will 
be fewer unanticipated groundings. If an airplane develops difficulty 
at Green Bay, Wis., and it is grounded, it means that the people 
headed for Iron Mountain, Mich., have to wait there until the next 
airplane comes along and picks them up. That service will be better. 

Mr. Macpona.p. But the public safety will be equally as protected 
either way? 

Mr. Fiopera. It will be at least equal, and probably more, simply 
because you do have a newer vehicle. 

Mr. Macpona.p. Thank you. 

The CHarrman. Mr. Hayworth. 

Mr. Hayworrn. Mr. Floberg, I have two questions. Would you 
comment upon the economic health of these companies from the 
standpoint of the stockholders? 

Mr. Fiopere. Well, in 1954, these lines operated at a small profit 
according to the tentative figures. I believe it will turn out that they 
did operate at a very saa profit. It will be the first year where 
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they did not generally operate at a loss. But, of course, as I pointed 
out on my chart, about 6 to 5 is the proportion of commercial revenues. 

That means that a large part of their revenues are still in the form 
of mail pay. That is the backbone of the economics of this industry 
at the present time. 

There is no question that if the subsidy were reduced to zero, these 
airlines would very quickly cease to operate, or many of them would 
at least. 

Mr. Hayworra. They are operating now out of hope, more than 
anything else. Is that right? 

Mr. FLoperc. It is hope and confidence that this is an industry 
that serves the people well, and that when people are served well the 
economic support of such an industry is generated. 

Mr. Haywortu. The other question I have is this: Could you 
give the reasons why you do not think it would be wise to set up 
criteria or standards, either by law or by administrative fiat, whereby 
these organizations might be given permanent status? 

Mr. Fiosere. Well, let me answer that in 2 or 3 different ways: 
First of all, we are perfectly willing to pass any set of standards that 
was drawn up for the trunklines in 1938 when they were permanently 
certificated. Then there were not any criteria. But any you want 
to create now that will be retroactive to the trunklines in 1938 we 
will accept. 

Secondly, the differences in the type of operations of these respective 
airlines, being inherently regional, make it very difficult to get a 
uniform set of standards to qualify each of them individually. 

And finally, I believe that on the basis of the very standards that 
the Civil Aeronautics Board employed, leaving out those above- 
average and below-average ones which do not make much sense to 
me, we have more than satisfied even those criteria. 

Mr. Hayworrn. That is all. 

The CuarrMan. Are there any further questions? 

Mr. HinsHaw. I have a question, Mr. Chairman. There was some 
question raised in the Senate when this bill was considered last year. 
In the first place, Mr. Chairman, I would like to say that the bill 
passed out of the House committee unanimously last year and was 
reported to the floor and passed unanimously in the House. 

In the Senate committee they inserted an amendment which pre- 
cluded the certification under this provision of the helicopter services. 
Is that not correct? 

Mr. FLopere. Yes, sir. 

Mr. Hinsuaw. At the present time this bill would include the 
certification of the helicopter services, in your opinion? 

Mr. Fiosere. I have not thought so, Mr. Hinshaw. It says fur- 
nishing local or feeder service. That is a matter of definition. I have 
been under the impression that the helicopters were furnishing more 
of a taxi-type service. 

Mr. Hinsoaw. That is a local service; is it not? 

Mr. Fiosere. Well, the committee should make its feelings on 
that clear in its report, I believe. I would not have thought so, but 
if that is the committee’s intention, that is up to the committee in its 
wisdom to decide. 

Mr. Hinsnaw. That is all, Mr. Chairman. 
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The Cuatrman. Mr. Floberg, we appreciate your statement and 
your answers to our questions, I had 1 or 2 questions concerning 
some question Mr. Hinshaw asked earlier in the hearing regardi 
these applications that are now pending. One of those was wit 
reference to the situation in which Frontier Airlines finds itself, with 
its certificate ——— in March, and a oe set, starting 
tomorrow. But I believe the next witness is the president of Frontier 
Airlines, and he can probably discuss that at some length. 

We thank you for your statement. 

Will Mr. C. A. Myhre, president of Frontier Airlines, come forward? 

Mr. Fiosera. Mr. Chairman, may I correct on the record the 
number of fatalities in two crashes we had? The total was 32. 

The CuartrmMan. That correction will be made. That was over a 
10-year period; was it not? 

Mr. Fiopera. Yes, sir. 

The Cuarrman. Mr. Myhre, if you can briefly summarize your 
statement and come to a discussion of this expiration date for your 
certificate, I think that will be helpful to the committee. 


STATEMENT OF C. A. MYHRE, PRESIDENT OF FRONTIER AIRLINES, 
DENVER, COLO. 


Mr. Myure. Thank you, Mr. Chairman, May I point out that 
although my statement carries at the top of it i. R. 2225, it also 
refers to 526. Iam sorry that was not included. 

I would like to make one other correction, if you please: Under 
Arizona, Prescott had been left off this statement, and under North 
Dakota, the city of Minot was left off. I don’t know exactly how that 
happened but that is the way it is. 

My name if C. A. Myhre, and I am president of Frontier Airlines. 
Frontier headquarters are in Denver, Colo., and as shown by the list 
of cities here, we serve the Rocky Mountain area from the Mexican 
border to the Canadian border. There is a total of 41 cities on our 
certificate, and a total of 28 of those cities depend upon Frontier for 
air service entirely. We serve those exclusively of any other airline. 

Many of these cities do not have rail transportation, and, therefore, 
the service offered by Frontier is really their only transportation. 

The area that we serve, of course, is high and mountainous and 
rugged. We cross the Continental Divide 12 times a day, at altitudes 
to 14,000 feet. We operate off airports that range higher than 7,000 
feet altitude, and some as high as about 7,700 feet. Some of them are 
quite low. 

So the aircraft are equipped and must be maintained to operate 
under severe conditions of high altitude and low altitude and hot 
weather and cold weather and whatever other case there may be. 

The isolation factor in that part of the country is a severe one. 
Obviously the rail transportation would be slow and circuitous. In 
the last several years there has been a decline of rail service in the 
area. Therefore, the service of Frontier becomes the more important. 

There are about 2,000 miles of airway which has been established by 
Frontier, for only 10 percent of our system covers the Federal airway 
system as previously laid out. Therefore, it has added considerably 
to the aviation industry, for this airway system that we maintain is 
used extensively by private aircraft and corporation aircraft. 

In the daily flying of this country, which includes good weather and 
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bad weather, in excess of 98 percent of our scheduled miles are 
completed. 

In my statement on page 4 are statistics showing for Frontier annual 
figures from 1947 through 1954. Now, Frontier actually began oper- 
ations in November of 1946. Frontier is a merger of three separate 
airlines. Three smaller companies were certificated in 1946, and during 
1949, Monark Airlines, which was 1 of those 3, got into merger pro- 
ceedings with the other 2. On June 1, 1950, they were all put together 
under the name of Frontier. 

Now, the growth of these figures I think indicates pretty much the 
acceptance of the service and the need for the service, for since 1947 
to 1954 the load factor has doubled, the passengers have multiplied 
many times, and air freight is a very vitally important service in the 
Rocky Mountain area. Again that is true because of the fact that 
surface transportation is minor and when you consider that the Rocky 
Mountain area contains roughly 80 percent of most of the Nation’s 
natural resources, uranium, perhaps all of that, and oil, and all sorts 
of other precious metals, transportation in that area becomes very 
important. 

That is one of. the contributing reasons, of course, to the growth 
of transportation, the development of the cities, and the location of 
plants in the area becomes considerably easier when transportation 
is available. 

These figures, I think, pretty well show what it means to the smaller 
cities. Also, I list on pages 4 and 5 the number of passengers per 
thousand population who board these airplanes. I think it is a rather 
outstanding record. 

Another thing that is important in Frontier’s service is that its 
route pattern is well integrated with the trunklines of the Nation, 
for we are generally a north-south operator and connect at all major 
points with transcontinental airlines—incidentally, railroads, too—and 
the interline passenger revenues are shown on page 5, which indicates 
quite readily that the services of Frontier fit in with the other air 
transport systems. 

Just to speak briefly about this cost to the Government, Frontier 
in its early days was subsidized to the tune of about 85 percent. 
Today it is less than 50 percent. The record indicates that that 
dependence upon subsidy is constantly going down. 

ow, we face certain operating conditions there perhaps that are 
different from other carriers. Nevertheless, we are no less interested 
in safety than the other carriers. We all operate under the same 
regulations, but where you strain an aircraft over high mountain peaks, 
many times a day, you are, of course, very conscious of the main- 
tenance of that aircraft. Consider that in this mountainous country 
on the Frontier system, 61.9 percent of our total time in the air is 
— os climb and letdown, and only 28.9 percent is used at cruising 
altitude. 

The- other costs which are inherent in the operation of an airline, 
of course, are with us as they are with many others. In spite of these 
costs, and in spite of inflation and the difficulty of getting parts and 
so forth, Frontier has been able to show progress toward the so-called 
self-sufficiency goal. Perhaps it will be slower than others. Partly it 
will be slower because we have roughly 375 people per route-mile as 
our total population, and that compares with 10,000 people in other 
cases and two or three thousand in others. 
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The number of people per route-mile is not of the greatest im- 
pactnans, obviously, but from the standpoint of making comparisons 
etween carriers, which was done by the Civil Aeronautics Board, it 
puts Frontier in a rather peculiar position comparatively, merely from 
the standpoint of the area that it happens to serve. 

In spite of those comparisons, it is as much and perhaps in some 
instances even more important that the area that Frontier serves 
have continual air service than some of the other areas. 

The comparisons are fine, gentlemen, but they must be looked at in 
the light of what the realities are in the particular instances. 

The first-class mail experiment in that particular thing, Frontier 
has participated and been 1 of the 3 carriers participating in the 
carrying of first-class mail for the past year. A great deal of mail 
has been carried, some 195,000 ton-miles, I believe. I may be wrong 
on that figure. No, that is right. There is a total of 195,000 ton- 
miles of mail carried in 1954, and of that perhaps 75,000 to 85,000 
ton-miles of that was first-class mail. 

There again, the service that Frontier offers in this mountainous 
country becomes important, because it advances the mails as much 
as 48 hours over normal surface transportation. Of course, we 
carry the regular first-class mail on all flights. 

Gentlemen, in the interest of time, I will be glad to answer an 
questions. I should like to have my statement inserted in the record. 

The CuHarrMan. Your entire statement may be inserted in the 
record, Mr. Myhre. 

(It is as follows:) 


STaTEMENT oF C, A. Myre, PResIDEN'T FRONTIER AIRLINES 


My name is C. A. Myhre. I am president of Frontier Airlines, a temporarily 
certificated local service airline, with headquarters in Denver, Colo. It is a 
privilege to appear before this committee and I appreciate the courtesy you have 
accorded me. 

Frontier Airlines operates local airline service throughout the Rocky Mountain 
area, serving the States of Arizona, Colorado, Montana, New Mexico, North 
Dakota, Utah, and Wyoming. The cities receiving Frontier’s service are: 


Arizona: North Dakota: 
Clifton (1) (3) Bismarck 
Flagstaff (1) Dickinson (1) 
Phoenix Williston (1) 
Safford (1) (3) New Mexico: 
Tueson Albuquerque 
Winslow (1) Farmington (1) (3) 

Colorado: Gallup (1) 
Alamosa (1) (3) Silver City (1) (3) 
Cortez (1) (2) Utah: 

Denver Salt Lake City 
Durango (1) (3) Vernal (1) (2) 
Grand Junction Wyoming: 
Gunnison (1) (2) Casper 

Monte Vista (1) (3) Cheyenne 
Montrose (1) (3) Cody (1) (3) 
Pueblo Greybull (1) 

Montana: Laramie (1) 
Billings Powell (1) (3) 
Glendive (1) Rawlins (1) 
Miles City (1) Riverton (1) (3) 
Sidney (1) (3) Rock Springs (1) 
Wolf Point (1) Worland (1) 

(1) Served exclusively by Frontier. 


(2) Has no rail service. 
(3) Has only irregular rail freight service—no passenger service. 
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As can be seen, Frontier serves 41 cities, 28 of which depend entirely upon 
Frontier for air service. Fourteen of the 41 cities have no rail passenger service. 

The Rocky Mountain region offers perha — the greatest challenge to a local 
service airline. The rugged mountains and the high-altitude terrain present 
diffieult obstacles. Several of Frontier’s airports: are located at elevations 
higher than the en route cruising altitudes of many other airlines. For example, 
the field at Alamosa, Colo., is 7,531 feet above sea level; Laramie, Wyo., 7,270 
feet; 1 flight proceeds from Pueblo, Colo., an elevation of 4,690 feet, over a 
12,000-foot mountain range to Gunnison, Colo., an elevation of 7,683 feet. 
Frontier crosses the Continental Divide 12 times each day. While mountains 
present difficult and costly operating problems, they are also the reason why air 
service is so vital to the area. 

The area served by Frontier has greater isolation and less adequate surface 
transportation than almost any other area in the United States. This fact has 
been consistently recognized by the Civil Aeronautics Board. In Docket No. 
4340, on December 6, 1950, public counsel stated “‘ * * * in any consideration 
of operation over route No. 73 there are certain significant differences between 
Frontier and other local feeder operators. Without attempting to delineate in 
any detail, these differences are brought into clear focus by a glance at the map 
and a realization of the nature of the terrain over which the carrier operates, as 
well as the understanding of the difficulties of surface transportation in the area, 
and other factors which exist in the Rocky Mountain area that are not found in 
other parts of the country.” 

It is obvious, of course, that rail transportation in the mountainous area would 
be circuitous and slow, and, in fact, nonexistent to many cities, as I pointed out 
previously. Winter travel by highway is hazardous and many times the moun- 
tain passes are closed by snow so that ground travel is at a standstill. Frontier 
is, therefore, the only source of reliable and much needed transportation. 

Since approximately only 10 percent of Frontier’s route system coincides with 
the established Federal Airways System, we have had to install, maintain and 
operate our own airways system on the balance of the route. Over 2,000 miles 
of new airways were thus made av ailable to aviation and are used extensively by 
corporation and private aircraft. 

The reliability and regularity of Frontier service is indicated by the fact that 
in excess of 98 percent of the annual scheduled miles are completed. 

Since the start of service in 1946, the company has maintained a perfect safety 
record. It is interesting to note that one of the compelling reasons for establishing 
the Civil Aeronautics Act of 1938 was to improve safety in air transport. It fol- 
lowed that one of the major contributing factors to air safety was economic 
stability of the carriers. The local airlines operating under rather tight financial 
arrangements, under a constant mandate to reduce subsidy, and to exercise the 
greatest frugality, the safety record established is excellent. During about 10 
vears of operation, the local airlines have bad only 2 aecidents that involved 
fatalities. 

There is little doubt that the best indicator of the need for this transportation 
is the use made of it. The following figures for Frontier show fairly conclusively 
the need for the continuation of this service. 


Sania Ton-miles 


| Number of | Passenger- ger load 


passengers miles 
Mail | Express | Freight 





37, 356 123, 853 
53, 659 163, 632 
57, 062 162, 507 
76, 990 
72, 666 
66, 345 
74, 295 


148, 579 





, . 5 23, 428 | 47, 273 
BY 





The question might logically be raised as to what the above figures really mean 
when related to the population of the cities served. At 22 cities that rely entirely 
upon Frontier for transportation, the following figures indicate the importance 
of this transportation in 1954. Frontier serves six other cities exclusively, not 
included below, at which service was inaugurated on September 15, 1954. 
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3 Passengers 





Passengers | 

City popu- City popu 

City lation 1950 bess Go none City | lation 1950 eee 

census lation | ConsuR lation 
Lichaeeeneihchelleistith lil tls linens pili a dceeriih heertaistitsiidelahliceeeleiihisciiiledtddedchenbduliei tik 

Alamosa, Colo._.........-. 5, 354 515.3 || Montrose, Colo__......-- 4, 964 309. 6 

Clifton, Ariz__...........- 3, 466 148.0 || Powell, Wyo__.-.....---- 3, 804 229. 2 
3, 872 591.7 || Rawlins, Wyo............ 7, 415 139.0 
2, 680 1,110.4 || Riverton, Wyo_____.--_.-- 4, 142 857.1 
7, 459 542.7 || Rock Springs, Wyo-____._- 10, 857 205. 2 
3, 637 1, 759. 7 A 3, 756 210.9 
7, 663 910.3 7, 022 79.7 
9, 133 306. 6 2, 845 783. 5 
2, 262 317.0 6, 518 503. 7 

G 2,770 260. 6 4, 202 480. 7 

Laramie, Wyo_......_. ode 15, 581 152. 4 Serre es 

Monte Vista, Colo______.. | 3, 272 177.9 || | Average, year 1954__}.........__. 417.9 


| 
| 
| 


| 
| 


Another indicator of the continuing importance of the service is shown by the 
traffic interchange with connecting airlines. Interline passenger revenues since 
1951 are as follows: 

Interline passenger revenues 





Given to Received 
Year other from other 
airlines airlines 
GN aia sive n ene pochaesnnss wth nbd dre eh Seek aaah se tibictel Sects Led tcseks cReaepebstciedl | $579, 836 $387, 204 
Shai Dcictscctchein cece al ian all li a aN 688, 868 522, 872 
Ws » auuan4aeemcvendiraghes > dadahmanarerEnidamt nde taede cia 873, 561 574, 275 
DOUG A ooich in aa Lh SARIS ck A ei hi a. 


935, 844 667, 826 


The question of cost to the Government is an important one. It is a question 
however, which requires broader thought than that subsidy is an evil and must be 
stamped out. 

It has been recognized from time immemorial that transportation is the major 
tool of economic growth and development. The type and extent of transporta- 
tion cannot therefore be dictated by individuals or special interests. That is 
determined by the needs of the overall economy, and must be administered to by 
those who have been chosen to guide that economy for the best interests of all. 

The local airlines have brought adequate air transportation service for the first 
time to several hundred communities, tailored, with respect to number and timing 
of schedules, to the needs of such communities. The speedier travel and airmail 
and air-freight services have made their indelible imprint upon the lines and 
business customs of the communities, as is attested to by the enthusiastic support 
given by the small communities to the local airlines in their bids for route renewals. 

When the Civil Aeronautics Board launched the local service program, it did 
so in accordance with the laws of the land. It did so with a long-range plan in 
view, knowing full well that subsidy would be required for a number of years to 
come. The Board did not attempt to determine then the exact length of time 
that subsidy would be required, but rather, that it would be sufficient if the 
carriers showed progress each year in reducing the subsidy need per plane-mile. 
This continual reduction has been accomplished. Although the dollar volume of 
subsidy to the local airlines has increased year by year through 1953, that increase 
is due primarily to increased route miles operated. The amount of subsidy paid 
in 1953 to the 14 local airlines was about $24 million. This is not a very large 
amount when compared to other subsidy allotments, and when the economic and 
monetary returns to the Nation are properl considered. Other forms of trans- 
portation are receiving considerably more Tievemannt support today than the 
local airlines, 

If, then, the local airlines are making a substantial contribution to the national 
economy; are adequately serving the transportation needs of several hundred 
communities; are showing constant progress in increasing commercial revenues; 
are showing a continuing decrease in dependancy upon Government support; 
have withstood the tests in public hearings which have led to certificate renewals 
several times, and all this in accordance with our established laws, for a period 
of 10 years, what sound reasons can be put forth to show that the local airlines 
have not as yet earned the right to permanent certificates? 
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With permanent certificates the local airlines can begin operating their business 
on a planning basis consistent with accepted business standards. 

Long range planning from the standpoint of fixed equipment and financing is 
vital to the success of most any business enterprise. quity capital is the most 
desirable. The Civil Aeronautics Board has frequently recognized the desirability 
of attracting private capital. In one of the local service renewal cases the Board 
said, ‘‘We are convinced that primary reliance on equity capital rather than debt 
is desirable for both local service and trunk carriers. Transportation as a whole, 
and air transportation in particular, as we have seen in the not too distant past, 
is subject to sharp contractions during the recession of the business cycle. During 
such periods, a capital structure which includes extensive reliance on debt, with 
its fixed obligations that must be met when due, inevitably places the carriers in 
jeopardy of bankruptcy. Such risks are substantially reduced when the carrier 
is soundly financed with equity securities; for equity capital, with its freedom 
from fixed charges, will act as a cushion against economic adversity.’”’ The in- 
vestor cannot be criticized, however, for not putting money into an enterprise 
which offers so little security from the standpoint of longevity. Debt financing 
creates a heavy fixed charge on the carriers. If interest on debt had been con- 
verted to dividends in the past 5 years, local airline securities would have some 
appeal today to the investors. 

mployee stability and job security are other factors vital to the success of any 
enterprise. Job security is presently geared to each certificate renewal period. 
This results in costly employee turnover. 

The elimination of certificate renewal proceedings is another cost reduction 
factor which will help reduce Government dependence. 

From the standpoint of cost reduction possibilities, and from the standpoint of 
need for the continuation of this type of service, the conclusion must be reached 
that it is in the public interest to make permanent the certificates of the local 
service airlines. 

Gentlemen of the committee, thank you for the opportunity to appear before 
you and speak in favor of this legislation. 


The Cuarrman. I do not know whether you care at this point to 
discuss the situation that I mentioned, but I shall appreciate whatever 
information you have. I notice, for instance, that the expiration date 
for your present certificate is in March of this year. 

Mr. Myure. That is right. I overlooked that. 

The CHarrMAN. I notice also that a prehearing conference has been 
scheduled for the 24th, and I believe that is Friday of this week. 

Mr. Myrure. That has been postponed to March 14. However, it 
is in the near future. 

The Cuarrman. After a prehearing conference is held, and based on 
your experience in the past, how much time may be expected to elapse 
between the time this conference is held and a decision of the Board 
is made? 

Mr. Myuee. I would hope that it would not be more than a year, 
but by past experience in our particular case, it has taken 2 years. 
So, therefore, I would anticipate that going through this renewal 
case, in the formal manner, with all of the procedural steps, that we 
could expect a final answer sometime within 18 months. But very 
likely it will be 2 years. 

Now, let me cite an example. Frontier, as I mentioned is a merger 
of three airlines, and each of those airlines’ original companies received 
their original certificate. The Monark system went through a re- 
newal case and got an extension of 1 year back in 1948. Each one of 
the other lines went through a renewal proceeding and got a 3-year 
extension in time. Then we had another renewal case for the southern 
segment, the old Arizona Airways portion. Then we went through 
another renewal proceeding from which the entire company received 
a 5-year extension. So we have been in renewal proceedings several 
times since we have been in business, and that is around 9 years. 
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It is my opinion that after having gone through the same procedural 
steps time after time, and considered exactly the same issues, changed 
only by the fact that city “‘a’’ may be on or off the system or some 
economic condition has .changed in this area, or in that area, that 
that many times would indicate that it is no longer an experiment, 
and as I pointed out in my statement, some very strong words of the 
personnel around the Board have indicated that this particular part 
of the country out there is such that this is really the only kind of 
transportation. 

Where we have been found perhaps subnormal to certain other 
carriers, it has always been explained by the fact that population is 
low, operating conditions are difficult, or some other matter. There 
has never been a negative position taken all of the way along the line. 

So it seems to me that there is less of an argument today than there 
was before. We are going according to the laws of the land. We 
are going through this again to re-prove. I will say, however, that 
Frontier has had a route extension within the last 6 months, Billings, 
Mont., to Bismarck, N. Dak., up through the Williston Basin. That 
took 3 years. We were in the process for a period of 3 years before 
that route extension was granted. 

Mr. O’Hara. Will the gentleman yield at that point? Your 
expense of these hearings must be tremendous; is that not true? 
You have to have lawyers and you have to have accountants and 
statisticians and everything else. Is that not a heavy burden on 
these companies to go through this every 3 years? 

Mr. Myure. It certainly is. It is time consuming, and in addition 
to dollar consuming, it is an expense which I think can easily be elimi- 
nated, or should be eliminated. Certainly it will show a financial im- 
provement as far as the company is concerned. Coupled with that, 
of course, are the efforts of the individuals in the company directed 
toward the daily operation, rather than being more or less set aside, 
and in travel status and production status of digging up economic 
facts of various and sundry kinds so that when you go before the Board 
you can support this case. It is expensive. I am sorry that in our 
particular company, I do not have exact figures with me today, but 
from an estimated standpoint, it would easily hit $50,000 for every 
time you go before the Board with one of these cases. 

Mr. Hate. How much is that? 

Mr. Myure. I would say it would easily reach $50,000. Now, that 
is a give-and-take sum, because I do not have exact figures on it. 
Other carriers, I understand, have gone in excess of that figure. It is 
an expensive thing. 

The Cuatrman. Now, Mr. Myhre, I have just one question further. 
Let us assume that on the basis of past experience it may be 18 months 
before there is a decision. During that time you will continue to 
operate Frontier Airlines, but is it not true that in view of the uncer- 
tainty you cannot make any plans for the future with any degree of 
assurance that those plans can be put into effect at a later date? 

Mr. Myure. That is exactly right. Certainly we have confidence 
and hope because we know this country out there, and we live in it, 
and we know our people, and we know what the country needs. The 
theory of our business is service to those people. On that basis we 
continue to plod ahead. 

But we have no definite assurance of what is going to happen, and 
you cannot take a hope to the bank and borrow money on it. 
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In our particular case we have had to do considerable financing. 
We have paid excess interest rates, and we have in one case been able 
to borrow money with termination date beyond the termination date 
of our certificate, but only because an individual in the company is 
financially able to personally guarantee the loan. 

The Cuarrman. Are there other questions? 

Mr. Harris. I wish you would clarify this situation: Frontier was 
certificated in March of 1946. The date of service was November of 
1946, for 3 years. 

Now, did you get a renewal from that time? 

Mr. Myure. Yes. 

Mr. Harris. For 3 years? 

Mr. Myure. Let me do it this way, sir: The original certificate 
was granted to Monark Airlines and to Challenger Airline, which were 
two predecessor companies. On March 31, 1946, that was done. On 
November 27, 1946, Monark got into actual operation. On May 7 
of 1947, the Challenger Co. actually went into operation. 

Then because we were unable to start service, of course, at the very 
first effective date of the certificate, which was a 3-year period, the 
Board then gave us a l-year extension in 1948, which ran us up to 
1949, at some point, in order that we might have a full 3 years of 
experience before we came back in for another renewal case. 

Then it was in the 1949 period of time. Then these three companies, 
Monark, Challenger, and Airzona Airways got together in a merger 
proceeding, and the Board approved that. Then rom that point on 
the Frontier certificate was given a 5-year renewal, which now expires 
in March of 1955. 

Mr. Harris. Well, this table here is a little bit misleading then. 
Mee Myure. Perhaps it does not have all of the detailed steps in 
there. 

Mr. Harnis. I know, but it would be interesting to know how 
many other clarifications are needed in the table. There may be 
some others that are in pretty tight circumstances, too. You got 
your renewal certificate then for 5 years, in March of 1949? 

Mr. Myure. That is right. 

Mr. Harais. That is the reason it is up in March of this year? 

Mr. Myues. That is right. 

The CHarrman. Mr. Hinshaw. 

Mr. Hrnsuaw. Mr. Chairman, I note from statistics on paye 4 of 
the typewritten statement of Mr. Myhre that the advance in trans- 
portation both in passenger-miles and passengers, and ton-miles of 
mail, and express and freight, has been outstanding. The freight is 
particularly so. 

Now, I understand that you serve part of this territory where they 
are making finds of uranium out there, on the Colorado plateau? 

Mr. Myure. That is right. 

Mr. Hinsnaw. And some of those towns do not have any train 
services, and not bardly even bus services? 

Mr. Myune. They have one schedule a day and nothing else except 
Frontier. 

Mr. Hinsuaw. I notice at Cortez, Colo., they had 1,110 passengers 
boarded per 1,000 population? 

Mr. Mynre. That is right. 

Mr. Hinsnaw. In other words, they must have all ridden more 
than once. That would include babies? 
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Mr. Myure. I can assure you that is a busy city. 

Mr. Hinsnaw. The city population is given as 2,680, and then 
here is Farmington, N. Mex., which has better record than that. It 
shows the passengers boarded are 1,759.7 per 1,000 population. That 
is extremely good, and if trunkline carriers could do as well they would 
have thousands of planes in operation. 

The CuatrMan, Are there any further questions? 

Mr. Heserton. Last year, Mr. Myhre, you told us that your com- 
pany operates 12 C-47’s. How old are those planes? 

Mr. Myure. The newest one of those planes was made in 1942, 
and some of them were made previous to that time. 

Mr. Hesevton. You have problems in regard to maintenance? 

Mr. Myure. We have a very comprehensive maintenance depart- 
ment. We do have continual problems, of course, in finding repair 
parts. We use Pratt and Whitney engines, and the engine is prett; 
critical piece of equipment on there. Pratt and Whitney does still 
manufacture parts for Pratt and Whitney engines. But as far as the 
aircraft itself is concerned, we have quite a problem on our hands to 
round up equipment. That is right. 

Mr. Hesetron. In your full statement you mentioned the problem 
which has been referred to before, of employee morale at terminals. 
Do you have any figures you can give us to indicate as far as your own 
company is concerned, how nek of a turnover there is? 


Mr. Myure. Speaking from memory, in 1952, I believe our turn- 
over ratio was about 46 percent. It has been coming down. In fact, 
we made a 30 percent improvement in it during the year 1954. Now, 
of course, time alone has begun to grow on these people. We employ 


600 people. We perhaps have 200 to 230 of those 600 who have been 
with us 5 years or longer. That will be primarily in your flying crews, 
because they do not revolve a great deal. 

In the executive group, of course, we have the original bunch. 
But you have this problem: Your station personnel, of which we have 
some 200 are scattered up and down the country. The future does 
not look very bright for those people. As soon as they can find 
another location which offers more security and maybe even better 
salaries, they are going to leave. 

Mr. Heszxrton. Is that also true of trunklines? 

Mr. Myure. Many of them have gone to the trunklines, yes. 
Here is a peculiar thing about this industry: A young man gets in it 
and it gets in his blood. He likes it but he also has a family or he is 
planning on one, and, therefore, he has to look forward. You find 
a great many of them. In our case we have a great many of our 
younger people who have gone to trunklines. 

Mr. Hesetron. What is the period of your present certificate? 

Mr. Myure. It was a 5-year certificate and it expires the 31st of 
next month. 

Mr. Hesetton. We had hearings last year and I remember there 
was some discussion about the opening up of the period, as a possible 
compromise. There were 2 who had 7-year certificates, and I think 
the suggestion was made that facts might warrant even a 10-year or 
15-year period in order to help out in this instability. 

What is the length of the certificate you are applying for now? 

Mr. Mynure. In our present application we have asked for a 
permanent certificate. We, however, because of the law, have to 
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put the hedging clause in there. That is a clause which is a catchall 
clause, so that should the close of those proceedings with the Board 
wind up in not a permanent certificate, we would get something. It 
is rather technical. 

I checked through this and found that in previous cases where a 
permanent certificate has been applied for there has been some 
question as to whether you get anything if the Board should decide 
against your permanent certificate. So, therefore, we asked for a 
permanent certificate, or 15 years, but we have to put the hedging 
clause in there to be sure we come out of there with something. 

Mr. Hese.ton. It is possible to ask for a longer period than 5 or 

7 years? 

‘Mr. Myure. Oh, yes. 

Mr. ae Are there any certificates outstanding now beyond 
7 years 

‘Mr. Myure. Not that I know of. I think the 7-year period is the 
longest period that has been issued. 

Mr. Hesevton. These 14 companies, as I understand it, the oldest 
one was certificated in 1943, but most of them seem to have been 
certificated in the period 1945, 1946, and 1947. I understand there 
are only three companies who have gone out of business, or were not 
granted renewals. That is Florida Airways, Midwest Airlines, and 
Wiggins. 

Mr. Myure. That is right. 

Mr. Hesston. Has the Board granted a permanent certificate to 
any line since 1943? 

Mr. Myure. None that I know of, sir. 

Mr. Heseiton. Now, you have referred, and I believe Mr. Floberg 
referred in general terms to the difficulty of obtaining adequate financ- 
ing. In fact, your formal statement indicated that if we got into bad 
times, the situation would be extremely difficult for the airlines be- 
cause of this reliance on debt. Can you give us something more 
concrete about that? I do not mean to embarrass you, but in terms 
of your own company, could you give us some figures? Are you able 
to sell stock? 

Mr. Myure. No, sir. Let me qualify that by this statement: In 
the beginning when the certificates were originally granted, one of our 
predecessor companies did sell stock. That was a time when the 
theory of this local service expansion deal was well accepted, and, 
therefore, this company was able to go out and sell some stock. It 
was mostly sold in small lots to farmers, ranchers, and businessmen, 
and so forth, who were interested in seeing that kind of service come 
ce their country. It was actually a community locally supported 
idea. 

However, now we do not have our stock listed on the market. The 
reason we do not is because there is no demand for it. 

Now, there is one further qualification. Because of the fact that it 
is difficult, if not impossible, we feel, to sell this stock at public issue, 
certain of the owners of the company, the original owners who have 
heavy financing in it, and who are financially liable men, have carried 
this thing with their own personal money. 

Now, to go back into the early days of this company, one individual 
had $650, 000 on open demand notes in the company, for which there 
was no collateral or anything. At the same time there was a bank 
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loan which we were able to get, but which was geared to the termina- 
tion date of this certificate at that time. But that bank loan had 
every piece of machinery and equipment tied up in collateral. That 
was not enough money to run the airline. 

So the individual advanced his own personal capital. Well, the 
improvement of the company has worked out of that hole. He was 
paid back, and the bank loan was paid back. 

Mr. Hese.iton. With the need for capital, what do you rely upon? 

Mr. Myure. At the present time, capital needs which are geared 
to the normal operations of the company, we can get at our bank. 
But if it is an amount which goes beyond the permanent certificate 
date, that is for a repayment of this loan, it must be guaranteed by 
one of our company individuals, who is financially able to take that 
guaranty. 

It so happens at this time that Frontier does not have any particular 
needs for large financing, but, of course, from the standpoint of equip- 
ment or new aircraft or even getting into electronic equipment and 
radio equipment, which I understand is now in the mill, it may create 
a problem where heavy investments are required. 

Of course, that kind of financing, I feel personally certain we would 
be unable to get from any banking institution. 

Mr. Hese.ton. When you have to go out to private negotiations, 
do you run into this question of temporary certificate being a factor? 

Mr. Myure. Absolutely. 

Mr. Hese.ton. To keep them from loaning the money to you? 

Mr. Myure. Absolutely. 

Mr. Hesetron. That is all. 

Mr. Harris. Could I ask this question, Mr. Chairman: If you 
have to go through 18 months to 2 years now for renewal of the 
certificate, your personnel will evidently accelerate their efforts to 
find other employment. Would you say that is true or not? 

Mr. Myure. | think in many cases that is a good possibility. 

Mr. Harris. Would you hazard a guess as to how much it would 
cost your company to go through that long period of time trying to 
obtain a renewal? 

Mr. Myure. I would make a guess that by the time we concluded 
this renewal case, we will have put $50,000 to $60,000 into it. 

Mr. Harris. Thank you. 

The CHArRMAN. Are there further questions? 

Mr. Hinsnaw. I guess that is more or less returned to you in the | 
form of subsidy; is it not? Because that cannot just be out-of-pocket 
costs. So that costs the Government money, in addition to the pro- 
ceedings upon the part of the Civil Aeronautics Board, which is at | 
least and equal amount. | 

So the total cost to the Government of these 3-year certificates or 
5-year certificates would be something in the neighborhood of $100,000 
to $125,000 each. It is ridiculous. 

Mr. Hesetton. Plus the fact that the CAB has some expenses. 

Mr. Hinsuaw. That is the other half of it that I referred to. 

The CuarrMan. We thank you, and your statement may be in- 
cluded in full in the record. 

Now, may the Chair have the attention of all witnesses who are 
on the list? 
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It will not be possible to hold an afternoon session because legisla- 
tion is on the floor of the House. Are there any witnesses scheduled 
who cannot be here tomorrow morning? In order to accommodate 
those witnesses who cannot be here tomorrow morning, would it be 
helpful to you to make brief statements and insert your complete 
statements in the record? 

Mr. Miuuer. My statement would take 2 minutes. 

The CHarrMAN. We shall be very glad to take that 2 minutes to 
hear the gentleman. How about the other two gentlemen standing 
there? 

Mr. Brastey. I am from Seattle, and I want to take 30 seconds to 
insert the statement. 

The CuatrmMan. May the Chair ask this question? How many of 
the witnesses scheduled before this committee are due to be before 
the Senate Committee tomorrow? 

I see there is one gentleman. The Chair is tempted to accommodate 
the schedule of witnesses as nearly as possible and make it conform to 
the schedule that the committee must follow. We are expecting the 
CAB before the committee on Friday. We might have time for some 
other witnesses on that date, but it appears rather doubtful because of 
the numerous questions that will be asked of the CAB. 

Let us take care of the gentlemen who said 2 minutes and 30 seconds 
and see what we can work out, 


STATEMENT OF MAX H. MILLER, CHAIRMAN OF THE AVIATION 
COMMITTEE OF THE WICHITA CHAMBER OF COMMERCE, 
WICHITA, KANS. 


Mr. Mituer. Thank you, sir. I appreciate the privilege. I am 
Max H. Miller, chairman of the aviation committee of the Wichita 
Chamber of Commerce. 

As a representative of that body, I am here in support of H. R. 2225 
and H. R. 526. 

Wichita, Kans., is served by two local service airlines. Central 
Airlines ties us in with our trade area in northern Oklahoma, and 
Ozark Air Lines connects us with our trade area in southeast Kansas 
and southwestern Missouri. 

The major industrial user of this service is our billion dollar aircraft 
industry. They use it in reaching suppliers and subcontractors located 
in our satellite cities. To them and to our citizens in general, the 
continued existence of these local service airlines is very vital. Twice 
in the past few years we have appeared in renewal cases for Central 
and Ozark in a successful effort to retain what we have. Again, early 
next year, we will be facing another such proceeding when Central 
comes up for its second renewal. 

Instead of expending our efforts in repeated appearances to prove 
that we need what we have, we believe that we should be concentrating 
on additional local services we need to the north and west. After all, 
Wichita now ranks 56th in passengers generated among the 586 
United States cities receiving scheduled airline service. With such a 
record it should be reasonably obvious that we are doing our part to 
support the services we have, and will likewise support new services 
as they are provided. 
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As businessmen the members of the Wichita Chamber of Commerce 
are aware of the burden that is placed upon local service airlines who 
are having to operate under the handicap of a tentative future whose 
fate must hang m the balance each few years. These companies have 

roven their value to us. We have proven our need for them. We 
ave proven our need four separate times before the Civil Aeronautics 
Board, and we ayer it daily in our use of these services. 

Now we would like to know that these lines are permanently with 
us. It is the type of thing that is vital to our businessmen in planning 
locations of branch plants, branch offices, and in granting manu- 
ee subcontracts. These men cannot afford to invest in ex- 
pensive facilities in our territory unless they know that the best trans- 
portation facilities now available will continue to be available and 
not subject to the changing moods of a remote five-man Civil Aero- 
nautics Board. 

We urge that you grant these local service airlines permanent tenure 
that can assure them and assure us that a secure future awaits us both. 

Mr. Cartyte. Are there any questions? 

Mr. Hesetron. What do you mean by Wichita satellite system? 

Mr. Miter. I am referring to cities that serve a function in our 
aircraft industry by way of subcontracting. 

Mr. Hesetron. On feeder lines? 

Mr. Mitier. On these feeder lines, Central and Ozark, yes, sir. 

Mr. Hate. What is the population of Wichita? 

Mr. Miter. Roughly 250,000. 

Mr. Hause. And you are served by several trunklines as well? 

Mr. Mituer. Three trunklines; yes. 


The CHarrman. Mr. Miller, you have given us a very helpful 
statement. Thank you very much. 

Now, let us hear from the other gentleman that I understood would 
take about 30 seconds. 


STATEMENT OF G. HAMILTON BEASLEY, ASSISTANT TO PRESIDENT 
NICK BEZ, WEST COAST AIRLINES 


Mr. Beastey. My name is Hamilton Beasley, and I am assistant 
to President Nick Bez, West Coast Airlines. I am here from Seattle. 
Mr. Bez was en route from Seattle and in Chicago he became ill. I 
have a prepared statement from Mr. Bez which | would like to have 
inserted in the record. 

It so happens that West Coast Airlines’ temporary certificate 
expired as of September 30, last year. We have a scakaneeah con- 
ference scheduled for March 1. 

I could say amen to everything that Mr. Myhre said, as well as 
Mr. Floberg. If there are any questions, I will be glad to answer 
them. I think I have stayed within 30 seconds. 

(The statement follows:) 


STATEMENT OF Nick Brz 


My name is Nick Bez. I am president of West Coast Airlines, Inc. Our head- 
quarters are in Seattle, Wash. I appreciate the opportunity to express to you 
and this committee the views of West Coast on the question of permanent certi- 
fication of the local service air carriers as covered by H. R. 2225 and H. R. 526. 
I believe a brief summary of the history of West Coast Airlines, Inc., is in order. 

West Coast Airlines, Inc., was one of the first local service carriers to be cer- 
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tificated by the Civil Aeronautics Board. Our application for a certificate of 

ublic convenience and necessity was originally filed with the Civil Aeronautics 
Board in 1941, and the certificate was granted on May 22, 1946, for service to 
cities in western Washington and Oregon. 

Operation of West Coast Airlines started December 5, 1946, between Seattle, 
Wash., and Portland, Oreg., serving intermediate cities of Olympia, Centralia- 
Chehalis, Aberdeen-Hoquiam, and Astoria, Oreg. Our service began with three 
24-passenger DC-3 airplanes. 

In May of 1947 we started service to Port Angeles from Seattle; in July of that 
vear additional routes were added from Portland to Medford, Oreg., and by 
September 1947 we began service from Seattle to Bellingham, Wash. By this 
time we were operating five DC-3 aircraft. 

West Coast Airlines, as now constituted; is the result of the merger of two local 
service air carriers, i. e., Empire Airlines, Inc., and West Coast Airlines, Inc. 
The merger of these two carriers was approved by the Civil Aeronautics Board 
in July of 1952 and became effective on August 1, 1952. 

In connection with this merger and to give better service to the area additional 
routes through central Washington were granted by the Civil Aeronautics Board 
to connect Empire Airlines and West Coast Airlines. It is interesting to note the 
5 communities added enplaned 24,327 revenue sengers in 1954. 

The consolidation now represented by West Coast irlines serves 44 communi- 
ties in Washington, Oregon, and Idaho. and of these 44 communities 30 are served 
exclusively by West Coast Airlines, Inc. 

Communities served by West Coast Airlines, Inc.: 


Port Angeles ! Eugene Ephrata-Moses Lake ! 
Seattle North Bend-Coos Bay! _Richland-Pasco- 
Aberdeen-Hoquiam ! Roseburg ! Kennewick ! 
Olympia ! Medford Walla Walla 
Centralia-Chehalis ! Klamath Falls Pendleton 

Astoria ! Ellensburg ! La Grande ! 
Portland-Vancouver Yakima Lewiston-Clarkston ! 
Albany-Corvallis ! Wenatchee ! Ontario-Payette ! 
Coeur d’Alene ! Boise Pullman- Moscow ! 
Burley-Rupert ! Idaho Falls Twin Falls 

Spokane Baker Pocatello 


1 Communities served exclusively by West Coast Airlines, Inc. 


As of the moment we have approximately 360 employees and operate 12 
24-passenger DC-3 aircraft. From the small beginning in 1946 we show a steady 
and sustained growth. Revenue passengers for the 8 years ended last December 
1954 totaled 954,270. 

By years revenue passengers carried were: 


53, 130 | 1951 
90, 670 | 1952 
99, 651 | 1953 
111, 858] 1954 167, 221 


Since 1946 we have flown over 158 million passenger-miles without a single 
passenger injury or fatality. 

In 1954 we carried 167,221 passengers between the communities over which we 
operate. A typical example of the need for and the service we render is at North 
Bend, Oreg. The 1950 census lists the population of North Bend-Coos Bay as 
12,000. In 1954 West Coast boarded 11,011 passengers from this airport in spite 
of economic conditions seriously hampered by a long and protracted lumber strike. 
ae the entire population of the two cities paid to fly with West Coast during 
the year. 

Port Angeles, way up on the Olympic Peninsula, has a population of 11,233. 
In 1954 West Coast boarded 6,744 passengers from this airport. 

We are proud of the passenger traffic we have generated. According to the 
latest industry figures for each 1,000 population in the communities served by us 
we had 109 people board a West Coast plane during 1954. 

Seattle, Portland, and Spokane account for approximately two-thirds of the 
total population served by West Coast Airlines but gave us less than one-third of 
passengers boarded during 1954. Conversely, one-third of our population gave 
us more than two-thirds of our 1954 passengers. 
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Lewiston-Clarkston with a combined population of 18,602 boarded 7,732 
passengers in 1954. For each 1,000 population 415 persons used West Coast 
Airlines from this area. Examples like this could be shown for the majority of 
the smaller communities served by-us. 

We feel we not only have generated air traffic not thought possible a few years 
ago, but of much more importance is our contribution to business and the living 
standards of the smaller communities. Many communities were formerly isolated 
from metropolitan areas and could not attract industry, but with air transportation 
they have moved next door to their markets. We have provided this opportunity. 

I am certain if your committee could spend the needed hours taking testimony 
from business concerns you would compile statistical figures to show the close 
tie-in of business, large and small, with the development of air transportation. 

In the States of Washington, Oregon, and Idaho distances between communities 
are great and the natural land and water barriers make air transportation a 
necessity. We talk to people who board our planes. Wecontinually see business- 
men, salesmen, and industrial experts from the eastern and midwestern sections 
traveling on our planes and accomplishing in a matter of hours what previously 
would have taken days by existing surface transportation. Housewives also ride 
with us to the metropolitan areas. They leave in the morning and return to their 
homes the same evening. 

On almost any flight a list of passengers would represent a cross section of the 
people who live in these three great Northwestern States. 

It would be impossible for me to appear before this committee without repeating 
some of my statements made publicly and before other committees. I firmly 
believe the growth and development of all areas of population are connected and 
tied in closely with the airline industry. 

The phenomenal development of the domestic trunk lines during the last 16 
years has not only been due to effective management and technological develop- 
ments arising out of World War II, but, also, due to the very wise subsidy provi- 
sions of the Civil Aeronautics Act of 1938. The trunk lines did not reach full 
maturity overnight. I believe it was not until 1951, war years excepted, that 
any of the trunk lines were able to exist without the aid of subsidy, and even 
today at least some of the trunk lines require subsidy assistance. 

When we compare the tremendous economic and social advantages whicli come 
to us because of the existence of the world’s foremost air transportation system, 
I believe all of us would inevitably conclude that the cost to our Government in 
assisting the development of these trunk lines through the subsidy provisions of 
the act is relatively minor. I make this statement without any reference to the 
acknowledged value to our country of the air carriers during the last war and the 
present day value in defense planning. 

The last 9 years has seen the development of the local service carriers to a point 
which compares favorably with the development of the trunk airlines during their 
first 9 years, and to continue to think they are still in an experimental stage is, in 
my opinion, completely erroneous. 

Since 1946 all of the local service carriers have gone through the procedure of 
renewal applications. 

We no longer have to experiment to determine whether or not local service can 
be efficiently operated. During the last 2 years west coast has had nearly 330,000 
answers to that experiment from passengers carried as well as thuosands of indi- 
viduals who have used our service for the movement of freight and express. 
Shortly West Coast Airlines will board its one-millionth revenue passenger. We 
think the need for experimentation has long since ceased. We think the costly 

rocess of reexamination and renewal of local service certificates is a waste of 
overnment time and the imposition of an unnecessary cost upon the indystry. 

I could cite many examples of the cost and frustration in attempting to plan for 
extremely short periods of time. We cannot provide equipment and faci.ities 
which we know good sound business judgment requires of us. One specific 
example which I have cited before has to do with OMNI equipment. From an 
operational standpoint we are convinced we should replace the low frequency 
radio navigational equipment with OMNI equipment operating on a very high 
frequency. Without a doubt this is more efficient and provides for safer opera- 
tions during bad weather conditions, and it undoubtedly would reduce flight 
operations cost. 

Despite the fact that the Federal Government has spent millions of dollars 
installing the OMNI navigational aids throughout the United States, I do not 
believe that West Coast Airlines can ask its stockholders to contribute $100,000 
of additional éapital to install this equipment when our certificate expired last 
September 1954 and we are at present going through the long and costly process 
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of a renewal application. This problem is not peculiar to West Coast Airlines. 
I am certain other local service carriers can cite other examples of inadequate 
planning which is directly traceable to the fact that we do not have any guaranty 
whatsoever of continued existence. 

I believe that to a very major degree the Civil Aeronautics Act of 1938 has 
accomplished its primary objectives. I believe the local service air carriers have 
proven their right to be taken out of the experimental classification and take 
their place in the forward march of progress in the areas in which they now serve. 

I appreciate the opportunity to appear before you and talk about a subject 
which is very close to my heart, and that is the granting of “‘grandfather rights” 
to the local service airlines. 

Others have appeared before this and other committees in previous hearings 
and outlined their views of the bills which would have the effect of giving the 
local service carriers so-called grandfather rights and which would entitle these 
local carriers to permanent certificates on showing they are fit, willing, and able 
to perform satisfactorily. The weaker spots in any local carrier service airline 
can be determined upon a fair and equitable basis, and, taking into consideration 
the convenience of the public, permanent certification would not unduly burden 
the Government with subsidy payments. With certain progress and the passing 
of time, self-sufficiency will be accomplished. 

I believe everybody acknowledges that the greatest potential air market is 
moving feople relatively short distances. Transportation by private automobile 
is becoming increasingly difficult and if even 5 percent of this traffic were diverted 
to air transportation it would result in an astounding growth. We are on the 
threshold of achievements that will make the past seem insignificant. The local 
service carriers want to plan a full part in this development and believe the 
granting of “grandfather rights” to the greater part of the routes we now operate 
will ;repare a firm foundation for the future. 

I thank you again for this opportunity to appear before you. 


The CuarrMan. Are there any questions? 

We thank you very much for your statement, and it will be included 
in full in the record. 

.Now, the Chair has understood that other witnesses will be able 
to be here either tomorrow or Friday. 

At this point the Chair would like to enter for the record a telegram 
approving this legislation from Mr. Arthur E. Abney, director for the 
State of Illinois Department of Aeronautics. 

Also a statement from our colleague, the gentleman from Pennsyl- 
vunia, Mr. Bush, and a report from the Department of Commerce. 

(The statements are as follows:) 


THe SEcRETARY OF COMMERCE, 
Washington 25, February 23, 1955. 
Hon. J. Percy Priest, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington 25, D. C. 


Dear Mr. CuarrMan: This is in response to your requests of February 3 and 
5, 1955, respectively, for the comments of this Department on H. R. 526 and 
H. R. 2225. In basic effect, these bills would provide permanent certificates at 
this time for all existing local service airlines. For reasons which are indicated 
below, this Department is opposed to these bills and urges that they not be 
enacted. 

The Department fully recognizes the importance of an adequate system of 
local air service. Our opposition to these particular bills does not reflect, in any 
sense, opposition to local air service as such. Furthermore, the Department 
recognizes the desirability of granting permanent authorization promptly to any 
individual local service carrier that demonstrates, on the basis of its specific 
record, that it is ready for such authorization. We believe that the existing 
statute gives the Civil Aeronautics Board authority to promote the development 
of local air service, and to award permanent certificates wherever justif ed. 

Thus, the basic issue raised by this legislation is not whether local air services 
are desirable and should be continued. Instead, the main issue is whether these 
services—and their existing routes—should now be converted to permanent 
certificates through blanket legislative action, thereby removing the CAB’s 
present authority to consider each case on its own merits. 
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The Department of Commerce firmly believes that a sound system of local 
air transportation can best be obtained under the regulatory procedures estab- 
lished by the Civil Aeronautics Act. Under these procedures, the Civil Aero- 
nautics Board has the opportunity to decide, on the basis of specific evicence, 
what routes should be awarded, and what term of authorization is justified, for 
each carrier. 

We oppose the pending bills because they would substantially curtail this 
present opportunity for reviewing individual operations. They would prema- 
turely inject rigidity into route structures which should, for the time being, 
remain flexible. 

The local service segment of our air transport system has been almost entirely 
a postwar development. With one exception, all of the local service carriers 
received their certificates in 1946 and subsequent years. From the very start, 
the Civil Aeronautics Board has emphasized the difficult economic problems of 
loeal air service, and its high initial dependence upon Federal financial support. 
It has further emphasized the importance, during the developmental period, of 
retaining flexibility through the use of temporary certificates. 

In acting upon renewal applications, the Board has generally made substantial 
adjustments in the carriers’ route structures. These route changes, reflecting 
the experience gained in actual operations, have been designed to improve the 
economic prospects of these carriers. Such changes have included the suspension 
or elimination of some points, the addition of new ones, the transfer of points 
between trunk and feeder routes, and the addition or elimination of entire route 
segments. 

Subsidy needs for local air service have been relatively high, with gradual 
improvement as the services have continued to develop. In 1950, the local 
carriers as a group received 60 percent of their total revenue from mail payments, 
which consisted mainly of subsidy. In 1952, this figure was 50 percent, and for 
the year ended September 30, 1954, it was 47 percent. 

Among individual carriers, there has of course been considerable variation 
above and below the industrywide averages, At the more favorable extreme, 
one carrier received in 1954 roughly one-fourth of its total revenue from mail 
payments in the year ended September 30, 1954. At the other extreme, one 
carrier received four-fifths of its revenue from this source. In all, 9 carriers 
received between one-fourth and one-half of their revenues from mail pay, while 
this percentage exceeded one-half for the remaining 6 lines. 

This wide disparity among carriers is in itself a significant argument against 
the enactment of the pending bills. In effect, this proposed legislation would 
treat all local carriers alike, and assumes that all are equally ready for permanent 
certification at this time. By any reasonable standard, it would seem that} ¢ 
carriers which are relatively closest to self-sufficiency are most nearly ready;,9 
have their routes and their operations placed on a permanent basis. 

In our opinion, the issue of permanent certification has been greatly over- 
stressed as some form of panacea for the admittedly difficult problems of local 
sir service. Permanent authorization has no magic powers to solve an industry’s 
problems, as indicated by the experience of the domestic trunklines. All of the 
trunklines have been operating under permanent grandfather certificates which 
date back to the prewar period. Yet, after 16 years of this permanent status, 
several cf the smaller trunklines are still dependent on subsidy, and have been 
during their entire period of operation. 

The problems inherent in a given route structure are not solved by making the 
routes permanent; on the contrary, this merely makes the solution more difficult 
to attain. Nor will permanent authorization increase a carrier’s incentive to 
improve his operations; there is a real danger that it would have just the opposite 
effect. 

Under existing procedures, local route structures have gone through a continual 
process of refinement and improvement. We believe it would be highly undesir- 
able to limit the Board’s flexibility in this regard, as this legislation would do. 

Proponents of this legislation have claimed that the immediate granting of 
getemens certificates is needed to permit local carriers to obtain private financing. 

n our opinion, this factor has been greatly overstated. No doubt the duration 
of a carrier’s authorization would be one of the factors considered by banks or 
other lending institutions, but it is unlikely that this would normally be the 
controlling factor. 

Investors are primarily concerned with the profitability and financial soundness 
of any operation. If a particular carrier has so poor a financial record as to create 
a serious doubt regarding its renewal prospects, this record in itself would probably 
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deter prospective investors, regardless of the duration of the certificate. In this 
connection, it should be kept in mind that the Board has consistently renewed 
local carrier authorizations wherever there is some reasonable chance for eventual 
economic success. 

The one thing, above all else, which can assure adequate private financing is a 
sound record of economic development and improved earnings. For reasons 
already stated, we are convinced that any premature conversion to permanent 
status would merely retard the very improvements in route structure which are 
so basic to the attainment of a strengthened financial position. 

There is one further point which should be made clear. In previous hearings, 
it was repeatedly suggested that this type of legislation is comparable to the 
granting of permanent grandfather rights when the present act was passed in 
1938. However, there is in fact no sound analogy between the present proposal 
and the grandfather provisions of the act. 

The airlines existing in 1938 had started their operations prior to the develop- 
ment of economic regulation for this industry. The Civil Aeronautics Act repre- 
sented a new set of ground rules, and Congress naturally accorded to the existing 
carriers a statutory recognition of their established operations. This type of 
grandfather provision has been standard in all areas where the Government has 
imposed a new form of regulation upon an existing industry. 

The situation with respect to the local service carriers stands in sharp contrast. 
These carriers came into being under regulatory ground rules which were already 
established. They have known from the start that their certificates were inten- 
tionally made temporary, because of the developmental status of this service. 
Thus, the grandfather provisions of the act provide no relevant precedent for the 
legislation now under consideration. 

For the reasons stated above, the Department of Commerce opposes the enact- 
ment of the pending bills. We strongly believe that the retention of the present 
statutory provisions would best serve the interests of the public, the Government, 
and the carriers themselves. 

Due to the urgency of the matter, it has not been possible to clear this report 
with the Bureau of the Budget. 

Sincerely yours, 
WALTER WILLIAMS, 
Acting Secretary of Commerce. 


SPRINGFIELD, ILL., February 21, 1955. 
Hon. J. Percy Priest, 
Chairman, House Commerce Committee, 
Washington, D. C.: 
Strongly urge favorable committee action on H. R. 526 and H. R. 2225 concern- 
- permanent certification of local service airlines scheduled for hearing February 


ArtHurR E. ABNEY, 
Director, State of Illinois, Department of Aeronautics. 


STATEMENT OF Hon. Atvin R. Busn, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF PENNSYLVANIA 


The need of Allegheny Air Lines for a permanent certificate is becoming more 
of a necessity to the people in the rural areas in my congressional district and 
I hope the committee will take this into consideration in considering H. R. 526 
and H. R. 2225, keeping in mind that a permanent certificate of necessity will 
enable Allegheny Air Lines to make local pickups and render xu real service to small 
communities which have shown a great deal of interest in this service. I can 
assure you they will be happy to have this measure favorably reported. 


The CuarrMan. The committee will stand adjourned until 10 o’clock 
tomorrow morning. 

(Whereupon, the committee adjourned at 12:10 p. m., to reconvene 
at 10 o’clock Thursday, February 24, 1955.) 
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THURSDAY, FEBRUARY 24, 1955 


House oF REPRESENTATIVES, 
CoMMITTEE ON INTERSTATE AND FoREIGN COMMERCE, 
Washington, D. C. 

The committee met, pursuant to adjournment at 10 a. m., in room 
1334, New House Office Building, Hon. J. Perey Priest (chairman) 
presiding. 

The CHarrMAN. The committee will come to order. 

We have some gentlemen here who have indicated that they have 
plane reservations they must make, if possible, and we will do our 
best to accommodate that situation. 

Therefore, as we resume the hearings on this legislation, H. R. 526, 
_ H. R. 2225, we will first hear from Mr. Fred Boston, of Enid, 

a. 


Mr. Boston, we appreciate your appearance before the committee 


and you may proceed with your statement at this time. 


STATEMENT OF FRED BOSTON, ENID, OKLA. 


Mr. Boston. Chairman Priest and members of the committee, my 
name is Fred Boston, and I reside in Enid, Okla. I am an automo- 
bile dealer in that city and a member of the board of directors of 
Central Airlines. I wish to emphasize, however, that I am speaking 
this morning not as a director of Central Airlines but as a citizen of 
Enid, a businessman located there, a member of the Chamber of 
Commerce of Enid, a member of the board of directors of the Oklahoma 
Development Council, and, as of last week by appointment of the 
Governor of Oklahoma, as a member of the Economic Development 
Commission of Oklahoma. Both these latter organizations have for 
their object the promotion of the economic and industrial progress of 
Oklahoma. I am testifying as an Oklahoman, as a representative of 
the business community of that State and as a user of the local air- 
lines service. 

I was born and raised in Oklahoma and I can personally attest to 
the tremendous increase in commerce and progress of the smaller 
communities that has followed the establishment and growth of 
Central Airlines in the State. The availability of scheduled air 
service has brought to the relatively sparsely populated State of 
Oklahoma benefits far beyond the power of anyone to measure in 
terms of dollars, whether they are subsidy dollars or any other kind 
of dollars. 

The Central Airlines route map which you see on the easel before 
you is eloquent testimony of the nature of the communities which it 
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serves. The larger cities on this route map, except for terminals, 
generally run from 25,000 to 40,000 in population. The smaller cities 
run down as far as 5,000. It is the strong conviction of Oklahomans 
that they should not be penalized in respect to air service simply 
because of their relatively light population density compared to some 
of the highly industrialized and densely populated areas of the country. 
They feel, and I feel, that the fact that they live in towns of 10, 20, or 
30 heomuaad population should not be held against them so as to de- 
prive them of regular airmail, airfreight, and air passenger service. 

As past president of the Oklahoma Automobile Dealers Association, 
I know the importance of local service carriers to the automobile 
dealers of Oklahoma. It is absolutely necessary tor the dealers in all 
sections of Oklahoma to be able to order by airmail and receive parts 
by air express and airfreight in order to keep from carrying a large 
inventory of slow moving parts which are only needed in cases of 
emergencies. 

Furthermore, local service carriers enable one dealer to pick up a 
new car from another dealer in a few short hours. Due to the lack of 
adequate bus and train service to most sections of Oklahoma, it would 
normally take two men, another car, and many additional hours to 
‘accomplish the same purpose. This is of the utmost importance to 
the dealer because it enables him to furnish his customer the model, 
color, and equipment that the customer desires. é 

The people of the area served by Central have eloquently proved 
their support for scheduled air service by the rapid rate of increase of 
utilization of Central’s services. Central had a slower start than some 
of the other local service airlines, due to route pattern problems and 
other factors beyond its control, but Central’s rate of improvement 
is comparable to most, if not all, of the other local airlines. We in 
Oklahoma are strong supporters of Central and are well satisfied with 
the frequency and quality of service which it is rendering under the 
difficult circumstances of not being able to plan on a long-range basis. 

As part of my statement, I have statements from several of the lead- 
ing business enterprises of Oklahoma supporting House bill 2225 and 
House bill 526. These statements are just a few examples of the 
various businesses in Oklahoma which I would be able to secure in 
support of permanent certification of local service carriers. 

he first is from the Union Equity Cooperative Exchange, Enid, 
Okla., which operates one of the largest grain-storage elevators in the 
United States. They state: 

Transportation is a very vital part of our business. We operate 50 million 
bushels storage space for grain here at Enid, Okla. We not only need rail facilities 
but air transportation to take care of our business. 

In the past few months we have sent out hundreds of grain samples not only to 
laboratories in the United States but to several in foreign countries. In order to 
meet the time limit to reach destination, it has been necessary that these samples 
be sent air express. We also need the air service for much of our regular mail. 

In order to attend meetings at different cities, it has been necessary that-our 
board of directors, attorney, and management use air transportation. Last 
March we had a party of 12 that went to Washington, D. C. We used Central 
Air Lines to make connection with other lines to Washington. Next month we 
will have another group making the trip to Washington, which will be a party 
= at least 10, and in order to save time we will travel from Enid by Central Air 

ines. 

We are much in favor of House bill 2225 and House bill 526 which would give 
Central Air Lines a permanent certificate to serve this Southwest area. 

This will authorize Mr. Fred Boston to use any of the above statements at the 
hearing Wednesday, February 23. 
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That is signed by Mr. J. E. Puckett, general manager. 
The next is from Mr. Frank Deller, managing director, Oklahoma 
Development Council, Oklahoma City. He says: 


Importance of local airline service emphasized by nearly every industrialist 
contacted on our three industrial tours. . The permanent. certification of local 
service carriers will be great asset to continued economic growth of this area. 
On behalf of members and board of directors of this organization, we wish you 
success in urging permanent certification before House committee so this area 
may continue to receive the valuable contribution being made by these carriers 
to the growth of Oklahoma and the Southwest. 


The next is from Champlin Refining Co., Enid, Okla., dated 
February 17,1955. They are an oil-drilling company and also operate 
refinery and wholesale and retail gasoline and of. 

The Chicago corporation has just purchased Champlin Refining 
Co., some few months ago, for the amount of $55 million. Their 
statement reads: 


This statement is in support of House bill 2225 and House bill 526, which we 
understand will enable permanent certificates of authority to be issued to feeder 
airlines. 

Based upon our local experience, our company is highly in favor of the passage 
of this bill. As you may know the principal office of our company is located at 
Enid and the bill will permit Central Airlines, whose service to Enid we regard 
as invaluable, to be permanently certified. 

Speaking only for our own company, it is highly advantageous and beneficial 
to have a feeder airline serving the community. Our company uses this airline 
and receives great benefit therefrom in the following ways: 

(1) The line serves as an expeditious means of transportation to our officials 
and employees when the use of our own planes is impractical. For example, we 
have a great deal of traffic between Enid and Fort Worth, which is the location 
of the operating office of our parent company, the Chicago Corp. By use of 
Central Airlines, it is possible for our people to make the semndeelp in 1 day, 
which would be impossible by any other form of transportation. 

(2) The line is used extensively by other companies which send representatives 
to Enid for negotiations with us, thus expediting the closing of transactions for 
us as well as for the other parties. 

(3) The line is used extensively for airmail, air express and airfreight, ard 
renders a valuable service to our company, in expediting these important items. 

We trust that after full consideration, you and your committee will see fit to 
recommend passage of this bill. 

We hereby authorize Mr. Fred Boston of Enid to make the within and foregoing 
statement to your committee in our behalf. 


That is signed by Mr. J. L. Rune. 
The next is from the Enid Chamber of Commerce, signed by O. E,. 
Zink, managing director. It reads: 


This will authorize Mr. Fred Boston to represent the Enid Chamber of Com- 
merce in the hearing Wednesday, February 23. 

Central Airlines has been doing a commendable service for Enid and north- 
west Oklahoma in passenger service, air mail, air express, and air freight. 

Many of our business firms are dependent upon Central Airlines for air 
express, mail service, and passenger service where it is necessary that deliveries 
be made in the shortest period of time. 

Members of our chamber of commerce have spent thousands of dollars and 
many days in securing and helping to keep this needed service. 

We urge your support for Hour bill 2225 and House bill 526, which would 
give Central Airlines a permanent certificate to continue serving Oklahoma, 
Texas, Arkansas, and Kansas. 


The next is from the city of Enid by Gerald D. Wilkins, city 
manager, and reads: 


Mr. Fred Boston, of Enid, Okla., is authorized to present the following statement 
in behalf of the city of Enid, Okla.: 
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“The city of Enid understands that you are chairman of the Interstate and For- 
eign Commerce Committee which is considering permanent certification of local 
service airlines. We will appreciate your committee’s consideration of our desires 
in connection with this important matter. 

“The city of Enid frequently experiences difficulty in negotiating with Central 
Airlines (Central is the airline that serves Enid) because they are operating on a 
temporary certificate. In other words, it is difficult to plan improvements on a 
long-range basis when the airline’s services may be curtailed when the temporary 
certificate expires. No doubt other cities experience this same difficulty in con- 
nection with their local-service airlines. 

‘Also, just prior to the expiration of each temporary certificate there is consider- 
able time, effort, and money spent in preparing information and attending hear- 
ings. If local-service airlines were granted permanent certificates, it would 
eliminate this reoccurring expense and effort. 

“We will sincerely appreciate your committee’s favorable consideration and 
action in recommending that local-service airlines be granted permanent certifica- 
tion. 


The next is from Halliburton Oil Well Cementing Co., Duncan, 
Okla. This is a company that makes mud, to use in drilling oil wells, 
and they also manufacture the tools that use this mud. Their state- 
ment reads: 


Central Airlines of Fort Worth, Tex., has been serving Duncan, Okla., for over 
a year. This air service has been most valuable to the Halliburton Oil Well 
Cementing Co. as we have many employees who ride Central, making connections 
with other airlines for trips throughout the United States and many foreign 
countries. We send much of our mail by air and this helps to expedite our 
communications with customers and our field personnel. 

We have many calls daily for materials to be sent on a short notice. These 
materials consist of manufactured products, tools, etc. They are sent by air- 
freight in order that we might have as little delay as possible in receiving the 
materials in our various operating points. 

The certificate that Central has been operating under is not of a permanent 
nature and we earnestly solicit your help in giving Central all aid possible in 
granting them a permanent certificate. 

Mr. Fred Boston, 420 West Main Street, Enid, Okla., may read this statement 
before the committee in Washington, D. C. 


The next is from commander of Vance Air Force Base, Okla., 
headquarters, 3575th Pilot Training Wing of the Air Force and 
signed by Chester P. Gilger, colonel, USAF, commander. He sets 
out: 


In compliance with your request for information as pertains to retention of 
Central Airlines in Enid based on military necessity, the following is submitted: 

(a) A survey was made of transportation requests issued by the Commercial 
Transportation Section, and on an average there were approximately 4 air pas- 
sengers, 12 rail passengers, and 3 bus passengers, utilizing transportation requests 
per month. The month of January showed 21 air passengers, 21 rail passengers, 
and 2 bus passengers were issued transportation requests. It may be assumed 
that a few military personnel travel at their own expense, utilizing each type of 
transportation, and in addition a few visitors arrive at Vance each year via 
Central Airlines. 

(b) As a comparison air and rail transportation eastbound and westbound are 
poor in that a person must travel south in order to make necessary connections, 
with the exception of northeastward (i. e., New York area). Travel into this 
area, both by air and rail, is good. Examples: 

Rail: Depart Enid, February 14; arrive New York, February 16; cost, $97.03 
one way with lower berth. 

Air: Depart Enid, February 14, 10:04 hours; arrive New York, February 14, 
20:55 hours; cost $95.90 one way, first class. 

(c) It was found that the major advantage of air travel for military personnel 
was the amount of time saved, usually lower cost to the Government and the 
overall convenience involved. 

In summary, it is felt that use of Central Airlines by military personnel is 
advantageous and highly desirable from the standpoint of time, convenience, and 
cost. 
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The next is from George E. Failing Co., a subsidiary of the Westing- 
house Air Brake Co. It reads: 


In reviewing our business relationship with the Central Airlines at Enid, Okla., 
we find that this air service has been extremely valuable to our company and the 
community, in both freight and passenger service. 

As an original equipment manufacturer, it is necessary that we have a certain 
number of parts available for immediate shipment. In consideration of the high 
cost of drilling shutdown time, averaging from $200 to $500 a day, it is also 
necessary that delivery be completed in the shortest possible time. For this we 
depend on air freight or air express originating in Enid. 

On other occasions it is necessary that personnel be placed on drilling operations 
with the greatest possible speed to sven operating losses to our customers. We 
also find this service desirable on the executive level by reducing the travel time 
to a minimum for the officers and key employees of our company. 

In summary, we wish to extend our congratulations to the Central Airline Co. 
for the excellent services in the past, and highly recommend they be allowed 
permanent operating authority. 


That is signed by Grover M. Craig, traffic department. 

This company operates in practically every country in the world. 

Mr. Chairman, I have here a letter that I received yesterday 
evening by airmail that is addressed to Hon. Mike Monroney, United 
States Senator, chairman, subcommittee on Aviation, Senate Commit- 
tee on Interstate and Foreign Commerce, which I would like to read 
into the record. 

The CHarrMan. May I say that we have been going along here for 
about 15 minutes now. Can that be put into the record without 
reading? 

Mr. Boston. I only have a copy here which I have to give back. 
If you will allow me to insert a copy. 

he CHarRMAN. You may go ahead, if you have only one copy, with 
anything you have, and it will appear in the record. 

Mr. Boston. I have this letter from the Griffin Grocery Co., 
Muskogee, Okla. I will file the Governor’s statement, if that is all 
right. 

The CHarrMan. That is all right. I am not trying to rush you, 
Mr. Boston. There are others who want to catch planes and I am 
just trying to help them. 

Mr. Boston. I think I am about the only user here today and I 
am trying to get all of this in for the benefit not only of our line, but 
other lines which are similarly situated. 

This letter is from the Griffin Grocery Co., with general offices at 
Muskogee, Okla. I might say that they operate houses also in 
Muskogee, Okla., McAlester, Okmulgee, Lawton, Antlers, Oklahoma 
City, and Tulsa, Okla.; Dallas and Denison, Tex.; Fort Smith, Ark.; 
and Joplin, Mo. They also have an associated company, the Griffin 
Grocery Co., of Arkansas, at Rogers, Ark. 

This letter reads: 

I am writing you in regard to Senate bill S. 651 introduced on January 1 by 


Senator Magnuson having to do with permanent certification of local service 
airlines. 

We depend in our business a great deal upon the airlines of this country for 
freight, mail, and passenger service. There are only two cities in Oklahoma with 
trunkline service. There are only two cities in Oklahoma that justify trunkline 
service from the volume standpoint. The service we have received since Central 
Airlines took over servicing Muskogee has been far superior to that of trunklines 
serving us previously. For example, we only had 4 flights at the most at any 
time on the trunklines, and today we have 8 from Central. That gives us 3 or 4 
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times better airmail and air express service. The cooperation of Central Airlines 
and the trunklines enables us to make a much better connection for distant 
passenger service. 

I am positive that the CAB in its farsighted wisdom in creating local service 
airlines will some day prove it to have been one of the soundest decisions made. 
All one has to do is look at the record of the tonnage and passengers that the local 
airlines were moving when they were first in business as compared to what they 
are moving today. I sincerely hope and I am looking forward to the day when 
surface mail will be moved by air. That’s just as sure to come as the sun comes 
over the hill. When that time comes, local service airlines are going to mean 
just as much to a city as good highways are or a railroad. 

I don’t see how, though, that local service airlines can ever attract sufficient 
capital or progress as they inevitably must progress without permanent certifi- 
cation. Certainly no one wants to risk capital in an airline that may have its 
certificate canceled on short notice. Neither can such an airline attract proper 
personnel or have the enthusiasm of building itself that it would have if permanent 
certification would be issued. 

Now a word about Central Airlines. We have had service from Central for 
approximately 2 years. I don’t believe that the passenger service can be equaled 
by any airline, the courtesv, the enthusiasm, the manner in which passengers are 
handled on the airline. They are as cooperative a group of people as you can 
find anywhere, and if they are given an opportunity to grow they will certainly 
some day be a large and profitable operation. 

Most so-called trunkline airlines have stated and proved that they cannot 
service communities in Oklahoma outside of Tulsa and Oklahoma City econom- 
ically, and they are unwilling to service any other communities for any length of 
time. Well, then, are the rest of the smaller cities in Oklahoma who justify 
airline service to a smaller extent than the trunklines can provide economically 
going to do without? No, they are now being served by Central But these 
smaller communities are being served only on a year-to-year basis under the pres- 
ent plan of certification. Don’t you think that these smaller communities need 
the same security of airline service as the larger communities have? No perma- 
nent facilities, promotion, or advertising can be developed under the present plan 
of certification. The only answer to the question is permanent certification of 
Central Airlines. 

Anything that you can do to help get Central a permanent certificate, I think 
would be a great service to the public of the State of Oklahoma. I am sure that 
our confidence in Central will never be betrayed. I am giving Fred Boston, of 
Enid, permission to introduce this letter into the record. 


That is signed by James C. Leake, vice president. 
I will put the Governor’s letter into the record. 
(The letter referred to is as follows:) 


STATE OF OKLAHOMA, 
OFFICE OF THE GOVERNOR, 
Oklahoma City, February 16, 1956. 


Statement to the House Committee on Interstate and Foreign Commerce. 


GENTLEMEN: This statement is for the purpose of obtaining your support for 
H. R. 2225, introduced by Mr. Williams, of Mississippi, and H. R. 526 introduced 
by Mr. Hinshaw, of California, and presently pending before your committee, 
providing for permanent certification for the local service airlines. 

For some time now I have been deeply interested in the local service airline 
problem in Oklahoma as well as throughout the Nation. When we in Oklahoma 
talk about local service we are, of course, referring to Central Airlines, which was 
born and brought up in our country. Central operates over 1,100 route miles 
interconnecting some 14 cities in our State and providing 10 of these cities with 
their only airline service. 

We have given ample proof of the earnestness of our desire to acquire and 
retain local service. Our State government, the cities both small and large, and 
countless hundreds of our businessmen have given generously of their time and 
money to first secure the services of Central, and then in their renewal case, to 
keep and expand these services. This side-by-side participation with the carrier 
in securing and retaining its certificate, have given us a close insight into the 
many problems concerned with these phases of its operations. We know some- 
thing of the long hours of preparation that these hearings entail and it stands to 
reason that while the renewal proceeding is in process, the operation of the airline 
suffers to some degree because of this diversion of managerial attention. 
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Aside from, the thousands of dollars spent on renewal cases, there is. to, be 
considered the effect that uncertainty of continuation has on the carrier’s ability 
to attract investment capital. Many Oklahoma citizens are stockholders in 
Central Airlines, even though it is difficult to attract an investor when you have 
to tell him that the very existence of his investment is subject to possible termi- 
nation at the end of 3 or 5 years. A permanent certificate would make it possible 
for ine carriers to obtain a substantial portion of their financing through equity 
capital. 

Another benefit of permanent certificates is that they enable management to 
plan its operations, its personnel policies, its purchasing, and many other items 
on @ long-range basis with an obviously improved efficiency. 

Thus the taxpayer would benefit doubly; first, he would have the service of a 
more efficiently operating airline and second, this improvement in service will 
come to him at a reduced cost in the form of lower subsidy requirements. 

The taxpayer in Oklahoma, as well as the other States, who through his elected 
State officers directs the development of airports and State aviation policy, also 
would be greatly assisted by the granting of permanent certificates. 

As Governor of Oklahoma, I am asking Keith Kahle, president of Central Air- 
lines, to present this statement to your committee at his pleasure. 

Oklahoma strongly supports the making of the certificate of the local service 
airlines permanent, and asks for this legislation. 

Sincerely, 
s RaymMonp Gary, Governor. 

We in Oklahoma feel that we are entitled to look forward permanent- 
ly to scheduled air service. We also feel that Central could greatly 
improve the quality of service which it is already rendering if it were 
not increased by the constant problem of rejustifying its right to serve 
its customers, which in turn means the users must constantly rejustify 
their right to scheduled air service. It is for this reason that I, 
representing the customers of Central Airlines, do urge this committee 
to report favorably H. R. 2225 and H. R. 526 and do urge that the 
Congress enact it into law. ; 

Thank you very much, Mr. Chairman. I am sorry I have taken 
so much time. : 

The CuarrMaNn, Are there any questions? 

Mr. Cartyte. Mr. Chairman. 

The CuatrMan. Mr. Carlyle. 

Mr. Cartyue. Mr. Boston 

Mr. Boston. Yes, sir. 

Mr. Cartyie, You have made a very fine statement, 

Mr. Boston. Thank you. ; 

Mr. Car.yte. In fact, you have convinced me. 

Mr. Boston. Thank you. _ ’ 

Mr. Cary.e. It was not difficult to do that, because I am inclined 
to go along with you and was inclined to go along from the beginning. 

Mr. Boston. Thank you, Mr. Congressman. 

Mr. Carty.e. Now, the most important thing I noticed in your 
statement is that in Oklahoma, you have been successful in obtaining 
scheduled service for small cities. 

Mr. Boston. That is correct. : 

Mr. Car.y.e. I thought that was impossible. How did you do it? 

Mr. Boston. Well, if you want to know how we did it, we spent a 
lot of money chasing back to Washington trying to get the CAB to 
give permission to operate. ; ‘ 

Mr. Cartye. I just did not think it was possible to get the CAB 
to give that service to the small cities or communities. _ 

Mr. Boston. I will say that we had quite a bit of difficulty; we 
had to spend a lot of time and spent a lot of money, and I am sure that 
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all of the cities on the local service lines have had the same difficulty. 
And, we have had the same condition on our renewal cases. e 
have spent thousands and thousands of dollars; not only Central 
Airlines have spent that but it has been spent by the local cities. 

I do not believe that anyone who has never gone through this 
realizes how much time it takes, not only of the officials of the airlines 
but the members of the chamber of commerce and city officials, to 
secure even a recertification for an airline. 

Mr, Carty.e, That is true. 

Mr. Boston. It is a great expense that in my opinion is certainly 
uncalled for. That is the way it looks to any businessman. 

Mr. Cartyte. I am happy that you have been able to get this 
service for the small cities. We are being neglected all over this 
country and, of course, these small cities deserve more consideration 
than they are receiving. 

Mr. Boston. Congressman, I do not believe we can build a city, 
industrialwise, unless we can furnish the smaller cities the same 
service that the larger cities get, because industry will not go to the 
pioce where they do not have the same facilities tltat they have in the 
arge metropolitan areas. 

Mr. Cartyue. That is all. 

Mr. Rogers. Mr. Chairman. 

The Cuarrman. Mr. Rogers. 

Mr. Rogers. Mr. Boston, I want to commend you on the statement 
you have made, because this is somewhat dear to my heart. I hail 
from the Panhandle of Texas. If you will turn around there, to the 
map, you will know where it is. 

Mr. Boston. Yes, sir. You remember I visited with you several 
times when we were trying to get a renewal. 

Mr. Rogers. And we appreciate it. 

I want to point out, I think that your comments are most valuable 
in this fight for the reason that you are representing the people that I 
think will be benefited by permanent certification of these lines. 

Now, Pampa was on the Central line, as you will recall. 

Mr. Boston. Yes, sir. 

Mr. Rogers. And there is no doubt in my mind that the dis- 
continuance of service to Pampa was due directly to lack of permanent 
certification of the Central Airlines. In other words, there was not 
any way in the world to build up the needed revenue and needed 
passenger traffic there with the situation like it was. 

I firmly believe if we can get permanent certification of these lines, 
that we can expand and develop that country as it should be developed. 

Now, I want you to correct me if I am wrong on this, but in this 
particular section now, from Amarillo over to Enid and that section 
of Oklahoma, there has always been a lack of transportation facilities, 
has there not? 

Mr. Boston. There certainly has. 

Mr. Rogers. That is, to provide any business intercourse between 
those several towns. 

Mr. Boston. There certainly has. 

Mr. Rogers. That is to provide the necessary business intercourse 
between those several towns? 

Mr. Boston. That is true. 

Mr. Rocers. We have been forced to go in other directions, and 
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in many instances a great deal further, insofar as distances are con- 
cerned, in order to meet our needs. 

Mr. Boston. That is true. 

Mr. Rogers. Now, this line, if it can be built up, will answer one 
of those needs, will it not, Mr. Boston? 

Mr. Boston. Yes, sir; it certainly will. 

Mr. Roerrs. Thank you very much. 

The CHarrMan. Any further questions? 

Mr. Harris. Mr. Chairman. 

The Cw#arrMan. Mr. Harris. 

Mr. Harris. What is the population of Enid? 

Mr. Boston. Approximately 58,000, not including the Vance Air 
Force Base. 

Mr. Harris. How many passengers do you handle? 

Mr. Boston. Approximately 300. 

Mr. Harris. A month? 

Mr. Bosron. Yes, sir. It has been up as high as 474. 

Mr. Harris. Thank you very much. 

Mr. Roserts. Mr. Chairman. 

The CuarrMan. Mr. Roberts. 

Mr. Roserts. I have one or two questions. 

Mr. Boston, what is the distance, by land from say Woodward, 
to Enid? 

Mr. Boston. 83 miles. 

Mr. Roserts. Now, what is the distance from Enid to Stillwater? 

Mr. Boston. About 57 miles. 

Mr. Roserts. And what is the distance from Oklahoma City to 
Chickasha? 

Mr. Boston. About 65 miles, as I remember. Now, you are get- 
ting me. I could be off 5 or 10 miles either way. It is in that 
neighborhood. 

Mr. Roserts. That is the service you are speaking about? 

. Boston. Yes, sir. 

. Roserts. That is daily service? 

. Boston. Yes, sir. 

. Roperts. Between those points. 

. Boston. Yes, sir; round trips in fact. 
. Rosperts. Thank you, very much. 

The CHarrMAN. Are there any further questions? 

We thank you very much, Mr. Boston. 

Mr. Boston. Thank you, Mr. Chairman. 


STATEMENT OF FRANK W. HULSE, PRESIDENT, SOUTHERN 
AIRWAYS, INC. 


The CuarrMan. The next witness will be Mr. Frank W. Hulse, 
president, Southern Airways, Inc. 

About how much time do you think you will need, Mr. Hulse? 

Mr. Hutse. I will try to cut it down to 5 minutes. 
_ The Cuarrman. That will be very fine, if you can do that. There 
is one other gentleman who also has a plane reservation. We have 
also Mr. Belinn, who may have an appointment in the Senate later. 
So, we will try to accommodate as many as we can with reservations 
and other appointments. You may proceed with your statement, 
Mr. Hulse. 
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~ Mr. Hutse. Mr. Chairman and gentlemen of the committee. My 
name is Frank W. Hulse, and I am president of Southern Airways, Inc. 

I wish to thank you and the members of the committee for the 
‘privilege of appearing before you today. 

Southern Airways is the local airline which serves the area of the 
United States consisting of the eight Southeastern States of Alabama, 
Florida, Georgia, Louisiana, Mississippi, North Carolina, South 
Carolina, and Tennessee. We operate a route system of some 2,000 
miles in these States and serve 28 separate cities. Many of these 
cities are served only by.our company and are, therefore, exclusively 
dependent upon the local service provided by Southern for scheduled 
‘air transportation. We are particularly proud that Southern has the 
honor of serving Mississippi, the State of Congressman John Bell 
Williams, who has introduced one of the bills the committee is consid- 
ering today. 

I would like to point out to the committee that the entire area that 
we serve is low per capita income area. If you will forgive me for 
saying so, about 50 percent of our population is colored folks. So 
this has tremendous bearing on the per capita income in this area. 
The entire area, though, is growing very rapidly and if we can. just 
stay in business and continue to grow with the area, I know that we 
will have a good business proposition and a good service in the future. 

As I will Tater undertake to show, by reference to actual cases, the 
air transportation rendered by the local carriers provides a necessary 
and important service to the Nation. Thus, the advent of local 
service has been a most important boon to commerce and industry 
‘and, : turn, to the welfare of the residents of these cities and States 
served. 

In addition, many of the communities served by the local service 
industry have military installations and defense plants which are 
— benefited by the availability of scheduled air transportation. 

inally, the industry provides for direct utilization in our national- 
defense effort of a large body of skilled technicians, including pilots, 
mechanics, dispatchers and others along with important flight and 
other equipment that is operating and available for use by the military 
at a moment’s notice. 


PERMANENT CERTIFICATION LEGISLATION IN THE 83D CONGRESS 


Following hearings last year, this committee reported permanent 
certification legislation favorably and unanimously. The full House 
of Representatives passed the bill without a Tusiesrtion vote. 
similar bill was reported favorably by the Senate Commerce Com- 
mittee. Pressure of other business, however, during the closing days 
of the last session of the 83d Congress prevented consideration of the 
legislation on the floor of the Senate. The local service carriers and 
the people they serve throughout the United States know, however, 
that we did not run out of support—we merely ran out of time. 


REASONS WHY LOCAL SERVICE CARRIERS SHOULD BE GRANTED 
PERMANENT CERTIFICATES 


Both the Senate and House reports last year recognized the sub- 
e 


stantial contribution that has been and is made by the local 
service airlines to the commerce and the national defense of our Nation. 
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Both reports noted the record growth by the local service industry 
and the manner in which permanent certification would enable the 
local airlines to serve the public better and to operate more economi- 
cally. It may serve a useful purpose to summarize briefly at this point 
the principal findings which this committee made last year on the 
subject. These include, among others, the following: 

1. Permanent certificates will assist the local service carriers to 
obtain financing by assuring investors and financial institutions of the 
industry’s continuity of operation and will also reduce the cost of such 
financing. 

2. When local service carriers are able to obtain financing, aircraft 
manufacturers will be encouraged to produce a suitable replacement 
of the DC-3. Modern up-to-date equipment will enable the industry 
to provide better service and to reduce costs. 

3. Permanent certificates will make it possible for the local carriers 
to plan for future operations and to achieve economies that can come 
only through long-range planning, 

4. Permanent certification will enable the local service carriers to 
attract and retain competent and enthusiastic personnel. Employee 
morale is high in the local airlines. Permanent certification would 
enable local carriers to maintain this morale factor which has con- 
tributed substantially to their rapid growth. 

5. The cities and the business, commercial and industrial users 
of the local service carriers will be able to plan future expansion with 
the knowledge that they can permanently rely upon the continued 
availability of service. 

6. Permanent certificates will obviate the necessity of requiring 
each of the local carriers to participate in renewal proceedings every 
few years. The time, expense and effort required on renewal cases 
could then be used to improve service to the public. 


GROWTH OF THE LOCAL SERVICE CARRIERS HAS BEEN VIGOROUS 


The record of vigorous growth of the local service airlines conclu- 
sively establishes their wide public acceptance and usefulness in the 
economy of our Nation. To illustrate this growth I will use figures 
from my company because I am most familiar with its record. The 
figures, however, I believe, are generally characteristic of the entire 
industry. 

Southern began operation some 5% years ago on June 10, 1949. 
In 1949, our first year of operation, some 10,500 persons used our 
service. In 1954 we carried 133,544 passengers, an increase in total 
passengers of approximately 1,163 percent. Revenue passenger miles 
have expanded from some 1,753,000 in 1949 to 22,397,000 in 1954, an 
increase of 1,178 per cent. 

The company’s load factors have shown a corresponding improve- 
ment. Thus, for 1949, our first year of operation, Southern’s passenger 
load factor was 9.84 percent. In 1953 this had increased to 30.49 per- 
cent and for the year 1954 the system load factor for Southern was 
34.84 percent. 

A presentation, showing Southern’s growth on a calendar-year basis, 
is contained in the following table: 

(The table referred to is as follows:) 
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Revenue plane-miles . 1,860,748 | 3,070,576 | 3, 330, 568 
Revenue passengers.-__._..-_-- . 33, 117 96, 572 121, 065 
Revenue passenger-miles_____. , 2 , 645 | 17,186,342 | 20, 670, 139 
Passenger load factors-___....- h 27.19 29. 54 
Percent scheduled miles com- 

97. 54 98. 47 


Mr. Huuse. Most gratifying is the fact that our rate of growth 
(which, of course, is another way of stating the public’s acceptance of 
and need for our service) is ever continuing at an acceleratingly rapid 
rate. Thus, for the months of November and December 1954, and 
January 1955 (the last 3 months for which figures are available) we 
carried 36,148 passengers and operated 5,966,000 revenue passenger- 
miles for a load factor of 37.78. These figures compare with a total 
number of passengers of 25,759, total passenger-miles of 4,485,000, and 
a load factor of 29.20 percent for the corresponding months of 1953 
and 1954. These increases represent the largest percentage increases 
over the corresponding quarter during any 12-month period at any 
time during the history of our company. 

We are particularly gratified with the figures we have just cited 
because we ieel they demonstrate, beyond any question, public accept- 
ance of local air service in our particular part of the United States. 


EACH OF THE LOCAL SERVICE CARRIERS HAS PROVED THAT IT IS ENTITLED 
TO PERMANENT CERTIFICATES IN FULL PROCEEDINGS BEFORE THE 
CIVIL AERONAUTICS BOARD 


Each of the local service carriers has participated in full proceedings 
as required by the Civil Aeronautics Act. Prior to receiving a tempo- 
rary certificate, Southern (as did each of the local carriers) engaged in 
cases before the Board which included preparation of applications, 
preparation and filing of extensive exhibits, appearance through wit- 
nesses at hearings before Board examiners, submission to cross- 
examination, presentation of argument by brief both to the examiner 
and to the Board and oral argument before the Board. Our com- 
pany and the other carriers were subjected in these proceedings to 
the most rigid requirements of proof of fitness and ability. 

In the original case in which Southern received its certificate, the 
so-called Southeastern States case, it was one of some 44 competing 
applicants. Including representatives of cities and other local gover- 
ment bodies, there were some 75 formal parties to the case. Hearings 
before the examiner of the Board lasted for almost an entire month 
and there were literally thousands and thousands of pages of transcript. 
All exhibits, briefs, and reports in the case would make a pile well over 
25 feet high. But, this is not all. At the end of 3 years of operation 
we were required to go through the same process again, simply in 
order to continue to operate for another temporary period, until 
December 31, 1956. We estimate that the executive officers of South- 
ern have spent the equivalent of more than 6 months in actual attend- 
ance at or in preparation of these cases. 

Similarly, each of the other local service carriers has gone through 
the full certification process as required by the Civil Aeronautics Act. 
In each case the Board has found that the carrier is “fit, willing, and 





PERMANENT CERTIFICATES FOR LOCAL SERVICE AIR CARRIERS 77 


able’ to provide scheduled air transportation and that ‘the trans- 
portation is required by the public convenience and necessity.”’ 

Just as in the case of Southern, each of these certification proceedings 
has been long, involved, expensive and highly contested and in each 
case the Board chose one out of many competing applicants. Most 
significantly, each of the local service carriers has participated in an 
additional and second certificate “renewal case’’ where again the 
carrier’s record, management, personnel and its qualifications as well 
as the route systems have been reviewed by the Board with the 
greatest of scrutiny. 

It is apparent, therefore, that from the standpoint of qualifying 
under the act, the local service carriers have already fully met all 
reasonable requirements in this regard both with reference to the 
fitness and ability of the management and also with reference to the 
systems which they operate. 


THE NEED FOR LOCAL-SERVICE AIR TRANSPORTATION HAS BEEN 
DEMONSTRATED 


Local service was established by the Civil Aeronautics Board to 
extend the benefits of scheduled air transportation to smaller and 
intermediate sized cities. Illustrative of the important contribution 
which..the local-airlines make to the smaller. communities on their 
systems, is the incentive they offer to commercial and industrial 
establishments to locate branch plants or offices in those cities. 

In this connection, I would like to quote from a statement by 
Senator John Stennis made during hearings last year before the 
Senate Commerce Committee. The statement appears at page 87 of 
the report of that committee on S. 3759 and is, in part, as follows: 


Mr. Chairman, I want to present to the committee a brief review of the splendid 
contribution made by local-service airlines to the economy of the many sections 
of our country not served fully by the larger trunk airlines, and particularly to 
my own State of Mississippi. During the past 5 years the local-service carriers, 
operating under temporary permits, have proved that they are entitled to per- 
manent certificates. Prior to receiving a temporary certificate, and again before 
the renewal of the certificates, these airlines have been required to meet most 
rigid requirements of proof: of fitness and: ability. In view of the industry’s 
record, I believe the local carriers should receive a permanent certificate guar- 
anteeing their right to remain in business. 

The entire South, and Mississippi in particular, is developing rapidly from the 
industrial standpoint. Even through Southern Airways, our local carrier, has 
operated in Mississippi for a relatively short period, it has already played an 
important part in the State’s industrial development—12 of our cities have 
scheduled air transportation, of which Southern Airways serves 9. Of Southern’s 
9 cities, 6 receive service only from Southern. 

Air travel has become vital to the economic development of our small cities. 
As an illustration, I quote the following statement of Mr. W. C. Robinson, vice 
Reesitlent of the American Bosch Corp., which operates a small plant in Columbus, 
Miss. 

“T think you would be interested in knowing that Southern Airways was one 
of the factors considered in locating our new plant. The fact that Southern 
provides convenient morning and evening schedules connecting Columbus, Miss., 
with Jackson, Birmingham, Memphis, and connecting airlines, was important 
and was particularly valuable since the only other effective means of transportation 
was by highway.” 


There have been a number of occasions where businesses have 
moved to towns on our system only because dependable, scheduled 
air transportation was available. 


60213556 
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The local-service carriers have contributed substantially to the 
national defense. In addition to the military reserve standby value 
preioney mentioned these carriers serve hundreds of military instal- 
lations throughout the country. For example Southern Airways 
serves 66 military establishments. Some of the better known instal- 
lations are Fort Benning, at Columbus, Ga.; Keesler Field, at Biloxi, 
Miss.; Moody Field, at Valdosta, Ga.; and the naval air station at 
Jacksonville, Fla. A list of the establishments served by Southern 
is attached as exhibit A. 


THE PUBLIC INTEREST REQUIRES A TWO-LEVEL DOMESTIC AIR TRANS- 
PORTATION SERVICE 


The economies of air transportation are such that only through 
independent, local-service carriers can proper service for the smaller 
and intermediate sized cities be guaranteed. The increasing size, 
capacity, range, and speed of equipment used by the trunk carriers 
made it impracticable for trunk carriers to provide the smaller cities 
with frequent and convenient service. Furthermore, it is not in the 
public interest for trunk carriers to use their large equipment and stop 
their long-haul, nonstop schedules to provide the volume and type of 
service required by these smaller cities. It is the secondary system 
of local-service carriers using smaller planes which will assure frequent 
and convenient schedules to these communities. 

As faster and larger equipment becomes available to the big carriers, 
more and more small and intermediate cities will be dependent upon 
the local lines. For this reason the local-service carriers must be made 
permanent if many important cities are not in the future to be deprived 
of adequate air transportation. Indeed, in one important sense, the 
only way in which our domestic air-transportation system can grow 
in the future is through the local-service carriers. 

It is on the basis of considerations of this kind that this committee 
found last year that the record of the local airlines had demonstrated 
the wisdom of the Civil Aeronautics Board in authorizing these 
carriers to provide service to the smaller cities rather than permitting 
trunkline airlines to provide such service. Thus, the record shows 
that in many of those smaller cities previously served by trunk air- 
lines alone and now served by a local-service carrier, there has been a 
substantial increase in traffic. For example, in 1 smaller city on 
Southern’s system where Southern’s service was added to that of a 
trunkline carrier we now carry about 4 times the number of passengers 
carried by the trunkline. Furthermore, since Southern’s local service 
has been added, the total number of passengers using air transporta- 
tion in and out of that particular town has increased 18 times. 

Most of the trunk carriers either no longer have DC-3 aircraft or 
are in the process of disposing of such equipment. They cannot pro- 
vide service to many of the smaller cities with the larger aircraft they 
now possess and it is not economic for them to do so even at many of 
the points where the larger equipment can be landed. In addition, 
there are many communities which, because of their location, do not 
fit into the route structure of any trunkline and, therefore, will forever 
be left without any air service except for the local-service carriers. 

The local-service carriers by the very nature of the function they 
perform must depend for a livelihood primarily upon traffic from the 
smaller and intermediate cities. The trunks, on the other hand, 
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serve long-haul traffic. This fundamental distinction is important 
because it gives the two types of carriers different objectives. Since 
long-haul operations are the most profitable, good. business practice 
requires the trunks to emphasize this type of service to the neglect 
of the short-haul business. 

For example, a feeder town on a trunk system may be given only 
one flight a day and that at an inconvenient hour since the trunk’s 
schedule must be geared to the long-haul needs of the more profitable 
traffic. 

For such reasons as these, the House Interstate and Foreign Com- 
merce Committee in its report last year stated: 

It would be a disastrous mistake for the Civil Aeronautics Board to reverse 
this policy (continuation and expansion of the local-service carriers) at this stage. 
The trunk airlines are geared for long-haul operations and if required to serve 
these small communities would provide only the minimum service ordered by the 


Board. This would undoubtedly cause a serious drop in traffic and completely 
frustrate all that has been developed in the past 5 years by the local airlines, 


It is also for these reasons, based on both actual experience and 


policy, that the public interest requires passage of legislation directing 
issuance of permanent certificates to the local-service carriers. 


PERMANENT CERTIFICATES ARE REQUIRED TO MAKE POSSIBLE LONG- 
RANGE PLANNING AND TO MAINTAIN AT ITS PRESENT HIGH LEVEL 
THE MORALE OF THE EMPLOYEES IN THE LOCAL SERVICE INDUSTRY 


In conclusion, I wish to emphasize briefly two points I have already 
mentioned: The matter of long-range planning and the morale of 


our personnel. 

Temporary certificates have prevented local service carriers from 
making long-range plans and, in turn, from achieving economies which 
would result from such planning. Just as the temporary nature of 
the franchise under which we operate has discouraged investment 
banking houses and other financing sources from investing in the 
industry, management of companies with franchises of limited dura- 
tion are precluded from obtaining the savings that accompany, for 
example, bulk purchases and long-term commitments. As already 
pointed out, aircraft manufacturers are discouraged from designing 
and producing an airplane suited to the needs of the industry of the 
local carriers. Temporary certificates have also made impossible or 
difficult the raising of operating capital needed for many purposes, 
including advertising which, in turn, is required to increase commercial 
revenues. 

Finally, one of the greatest assets which the local service carriers 
have today are their loyal and devoted employees. This group has 
at much personal sacrifice, contributed enthusiastically to the success 
of the local service experiment and enabled it to demonstrate by actual 
experience the benefits available through local air transportation to 
the public. The time has now come to recognize this contribution 
and to assure the continued high morale and enthusiasm of these 
employees by recognition of their achievement through the issuance 
of permanent certificates. 

entlemen, exhibit A, pages 1 and 2, are attached to my statement. 
There I give a list of the military installations served by the system 
of the Southern Airways. This list consists of 60 different military 
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installations we serve in some twenty-odd communities. I would like 
to submit that for the record. 

The CuatrmMan. That may be put into the record. 

(The matter referred to is as follows:) 


Exuisir A.—Military installations served by Southern Airways, Inc. 


Albany, Ga.: 
Turner Air Force Base 
Marine Corps Depot of Supplies 
Athens, Ga.: Navy Supply Training School 
Atlanta, Ga.: 
Atlanta General Depot 
Dobbins Air Force Base 
Headquarters, Third Army, Fort McPherson 
Naval Air Station 
Veterans Hospital, No. 48 
Baton Rouge, La.: Baton Rouge Engineer Depot 
Birmingham, Ala.: 
Birmingham Air Base 
Birmingham Municipal Airport 
Alabama Ordnance Works 
Headquarters, Alabama Military District 
Naval Air Station 
Charlotte, N. C.: 
Charlotte Quartermaster Depot 
Naval Ammunition Depot 
Columbus, Ga.: 
Lav soa Air Force Base 
Fort Benning 
Columbis, Miss.: Columbus Air Force Base 
Gadsden, Ala.: 
Cadsden Air Force Supply Depot 
Anniston Ordnance Depot 
Fort McClellan 
Greenville, Miss.: Greenville Air Force Base 
Greenville, 8. C.: Donaldson Air Ferce Base, Headquarters 18th Air Force 
Gulfport-Biloxi, Miss.: 
Headquarters Technical Training Air Force (N) 
Keesler Air Force Base 
Naval Advanced Base Supply Depot 
Naval Construction Battalion Center 
Naval Construction Equipment Depot 
Jackson, Miss.: 
Foster General Hospital 
Headquarters, Mississippi Military District 
Jacksonville, Fla.: 
Naval Hospital 
Naval Air Station, Green Cove Springs 
Coast Guard Air Station, Mayport 
Coast Guard Training Station, Mayport 
Cecil Naval Air Station 
Headquarters, Florida Military District 
Mayport Naval Air Station 
Navy Mothball Fleet 
Memphis, Tenn. : 
Naval Air Station 
Naval Hospital 
Memphis General Depot 
Mallory Air Force Depot 
Memphis Municipal Airport 
Memphis General Depot 
Kennedy General Hospital 
Milan Arsenal, Tenn. 
United States Naval Ordnance 
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Exursit A.—Military installations served by Southern Airways, Inc.—Continued 


Mobile, Ala. : 
Brookley Air Force Base, Headquarters MOAMA 
Naval Auxiliary Air Station, Barin Field 
Area Headquarters, United States Engineers 
Navy Mothball Fleet 
Moultrie, Ga. : 
Spence Air Base 
Air Force Contract Flight School 
New Orleans, La.: 
Camp Leroy Johnson (Sub. NOPE) 
Camp Villere 
Michoud Ordnance Plant 
New Orleans Port of Embarkation 
Slidell Ammunition and Firing Range 
New Orleans Army Base (Sub. NOPE) 
Naval Air Station 
Headquarters 8th Naval District 
Naval Station 
Naval Ammunition Depot 
Marine Barracks, Naval Base 
Valdosta, Ga.: Moody Air Force Base 
beer needy Miss.: United States Waterways Experiment Station (U. 8S. En- 
gineers 


Mr. Hutse. I should like to submit for the record a statement of 
Richard P. Axten, director of public relations of the Alexander Smith, 
Inc., which firm has a large carpet mill in Greenville, Miss. 

This statement was made before the Senate Committee on Monday 
and it relates how his firm has used the service of Southern Airways 
and how they have expanded their facilities since moving to Greenville. 

The CuarrMan. That statement will be included in the record. 

Mr. Hutss. Thank you. 

(The statement referred to is as follows:) 


STATEMENT OF RicHAaRD P. AxTEN 


My company, Alexander Smith, Inc., which is one of the Nation’s oldest and 
largest carpet companies, has recently been relocating its productive facilities. 
Our largest plant and major source is now located in Greenville, Miss. This 
plant has 15 acres of floor space. It is completely modern, air conditioned, and 
when it reaches full production this summer, it will employ close to 1,000 people. 
With dozens of big looms, spinning frames, and other costly equipment, this 
plant represents an investment by Alexander Smith of many millions of dollars. 

Needless to say, Greenville, Miss., was selected as the site for this big plant 
only after months of careful study and investigation of many possible locations. 
One of the principal factors which led to the selection of Greenville was the fact 
that this fast growing city already had a good airport and a well-established and 
dependable airline—Southern Airways—to provide fast service for our personnel, 
mail and express shipments between the plant and other company locations. 

Since the establishment of Greenville Mills we have come to depend more and 
more on the services of Southern Airwavs. Hardly a day goes by that we don’t 
have several people flying in or out. This number will undoubtedly increase as 
we are currently in the process of transferring our corporate headquarters from 
New York to Greenville and moving most of our staff departments there. Our 
utilization of air mail and air express in and out of Greenville is also increasing 
steadily. It means a great deal to us to be able to mail letters at the close of 
business in Greenville and to have them delivered in New York and many other 
company locations the next morning. If we did not have air service into Green- 
ville, our mail would take at least an additional 24 hours, and frequently more. 
Furthermore, it means much to us to have air express available to rush special 
carpet samples or other items needed by one or another of our sales offices across 
the country to secure a valuable order. 

Alexander Smith also has plants at Brockton, Mass., Philadelphia, Pa., and a 
new one now being brought into production at Liberty, S.C. This new plant is 
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located near Greenville, 8. C., which is also served by Southern Airways... As the 
new Liberty plant hits its stride and our corporate headquarters are established 
in Mississippi, there will obviously be a considerable stepup in our use of air services 
between these locations. 

One final point. Last December we held our general sales meeting at Green- 
ville, Miss. We brought 130 sales personnel in from all parts of the country. 
We chose Greenville for the meeting because we wanted our salesmen to see the 
new plant of which we are so proud so that they could tell their customers at first 
hand just what it means in terms of product value and quality. If it had not been 
for Southern Airways, such a meeting would have been completely impractical. 
As it was, we brought in a total of 150 sales and top management personnel in 1 
day by means of Southern’s regularly scheduled. flights plus 1 additional plane 
We held 2 full days of meetings, and had everyone back in his home territorv on 
the following day. 

Southern Airways is performing a very valuable and important service through 
out the new, vital, and expanding South. I have no doubt that similarly valuat le 
service is being provided elsewhere by other airlines which are also currently 
operating under the uncertainty of temporary certificates. It would seem bot}: 
logical and constructive to make it possible, through the provisions of 8. 651, for 
these airlines to secure permanent certification. We at Alexander Smith would 
certainly feel more secure regarding the future of our new Southern operations 
if we knew that the future of Southern Airwavs was assured. We strongly urge 
favorable action on 8. 651. Thank you for 'this opportunity to present our views. 


Mr. Huuss. As I have only 1 copy, I would like to read 2 para- 
graphs from a letter of the Community Development Foundation of 

pelo, Miss. This letter is written by the vice president of sales on 
July 27, 1954: 

The writer has just returned from approximately 2 weeks’ extensive trips in 
both Chicago and New York areas hunting industries that want to better them- 
selves by moving to the South. 

Definitely Southern Airways stop in Tupelo is the biggest asset we have not 
only for traveling ourselves, but it is our best persuasion point in getting industry 
executives to visit our area. 

Frankly I doubt very seriously if we could have obtained the plants of Rockwall 
Rich, & Day-Bright, without their facilities. 

That signed by James M. Savery. 

Mr. Priest, yesterday a number of questions were raised about 
problems that the local carriers face in raising equity funds and in 
borrowing money. 

In our own case we negotiated a loan with the New York bank 
early in 1952—it was necessary for us to go to New York, because we 
were unable to borrow money in our own area—it was necessary for 
us to pay an interest rate of 6 percent on this loan. 

Further, it was necessary for an officer of our company to person- 
ally guarantee this loan, and the maturity date of this loan was set to 
expire before the expiration date of our operating authority, our 
certificate. 

The CuarrmMan. May the Chair inquire, is that a rather general 
situation? 

Mr. Hutste. It certainly is, Mr. Priest, not only with our company 
but other companies. 

The CuHarrMan. It is pretty general with all of them? 

Mr. Hutse. Yes, sir. Another point I would like to make is we 
will be confronted with a renewal case next year. 

Even now, we are making advance preparations for work on this 
case. 

In addition to the tremendous amount of time of our officers and 
department heads, we expect that this renewal case will cost us some- 
thing like $50,000. We spend only $70,000 a year for advertising. 
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We could use that $50,000 for an almost doubling of our advertising 
budget, and I know we could develop a tremendous amount of addi- 
tional traffic. 

There was a question raised here yesterday about the—perhaps 
certificating permanently the stronger carriers, and allowing the 
weaker carriers to remain on a temporary basis. 

The weaker carriers need to expend their time developing more 
traffic rather than taking a lot of time to work on renewal cases here in 
Washington. I submit they should all be given permanent certificates. 

Let me again thank the members of this committee for the privilege 
of appearing before it, and, in conclusion, to urge favorable action 
upon legislation awarding permanent certificates to the local-service 
carriers. 

Thank you. 

The CuarrMan. I thank you. Are there any questions? 

Mr. Kuern. Mr. Chairman. 

The Cuarrman. Mr. Klein. 

Mr. Kern. Just one question. How long has your company been 
in business? 

Mr. Hutse. Five and a half years, Mr. Klein. 

The Cuatrman. Any further questions? 

Mr. Roserts. Mr. Chairman. 

The CHarrman. Mr. Roberts. 

Mr. Roserts. I would just like to compliment the gentleman for 
his statement and say down my way we think a lot of his organization. 
I would think a whole lot more of it if it came into my district, and I 
hope the gentleman will show a better brand of judgment than he has 
shown in the past and give some service over in my congressional dis- 
trict. 

The CHarrMan. Are there any further questions? 

Mr. Wiiuiams. Mr. Chairman. 

The CuarrmMan. Mr. Williams. 

Mr. Wiiurams. Mr. Chairman, since Mississippi and my name have 
been mentioned in connection with the testimony, I would like to say 
that I have watched Mr. Hulse’s organization from its beginning and 
I think that I realize and appreciate what it means to the State of 
Mississippi, in particular. 

I think it might be well for him to point out, in connection with 
giving service to small cities, that the city of Columbus, Miss., has a 
population of not much more than 10,000, if any. The city of Tupelo 
has a population of between 10,000 and 15,000; is that not correct? 

Mr. Hutse. That is about right; yes, sir. 

Mr. WituraMs. Those are two of the towns that you serve? 

Mr. Hutse. Yes, sir. 

Mr. WiuuraMs. The largest city in the State of Mississippi is Jack- 
son, with a population of about 100,000. 

So, all of the towns that you serve in Mississippi are actually less 
than 100,000 population; even less than 50,000? 

Mr. Hutse. With the exception of Jackson. 

Mr. Kuen. My assumption then is that if your airline does not 
cover that area they would have no air service at all. 

Mr. Huuse. No, sir. 

Mr. Wiuurams. There are only 2 or 3 towns that the trunk lines 
cover in Mississippi, I believe. They are Jackson, Meridian, and 
Greenwood I believe. 
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Mr. Huusz. There is one flight to Gulfport. 

Mr. Klein, may I answer that question you asked, sir? There are 
12 cities in Mississippi which have scheduled air service, which the 
airlines serve and of those 12, we serve 9. 

Mr. Kuzr1n. Then, the answer is obvious, if you were not in business 
those nine cities would not have airline service. 

Mr. Hutssa. That is correct. 

Mr. Frirepex. Mr. Chairman. 

The CHarrman. Mr. Friedel. 

Mr. Friepet. I would like to ask one question. You say you have 
had 5% years’ operation? 

Mr. Hutsz. Yes, sir. 

Mr. Friepe.. What safety record have you had? 

Mr. Hutssz. I am happy to state that we have operated on a per- 
fect safety record, in excess of 100 million passenger-miles. 

Mr. O’Hara. Mr. Chairman. 

The Cuarrman. Mr. O’Hara. 

Mr. O’Hara. Mr. Hulse, I note that you have made a steady 
growth in improvement in your passenger increase. 

Mr. Hutse. Yes, sir. 

Mr. O’Hara. Do you feel that this increase will continue with the 
experience of the years? 

r. Huutse. Yes, sir, Mr. O’Hara. For example, in January of 
this year we had an increase of about 30 percent in passenger business 
compared to last January. 

My latest figure on February 20, I believe, stated an increase of 
about 25 percent over last February. 

Mr. O’Hara. How many planes do you operate? 

Mr. Hutse. Ten DC-3’s. 

Mr. O’Hara. That is all, Mr. Chairman. 

Mr. Hayrwortu. Mr. Chairman. 

The CuarrmMan. Mr. Hayworth. 

Mr. Haywortu. Mr. Hulse, I assume in spending this $50,000 
before the Commission you felt that was necessary, and I would 
like to know why you felt that it was necessary to spend so much. 

Mr. Hutssz. Well, it is either spend that money, Mr. Hayworth, or 
go out of business. 

That money was spent for legal fees; for research work; for econo- 
mists; for travel and various other expenses incident to bringing 
people to Washington to appear before the Board in order to renew 
our certificate. 

Mr. Hayworrnu. Do you feel that the requirements were somewhat 
excessive? 

Mr. Hutses. Well, I think not, because we certainly want to stay 
in business. We hate to waste it. It will be 7 years that we have 
operated. 

Mr. Hayworrtn. I mean, the requirements of the CAB? 

Mr. Hutss. I think they are about the same as other administrative 
agencies. I would not say that they were any more excessive than 
any of the others. 

he CuarrMan, If there are no further questions, we thank you 
very much, Mr. Hulse. 

Mr. Hutss. Thank you, Mr. Chairman. 
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STATEMENT OF PAUL J. RODGERS, EXECUTIVE ASSISTANT 
TO THE PRESIDENT OF THE OZARK AIR LINES, INC., ST. 
LOUIS, MO. 


The CHarrman. Now, Mr. Rodgers, you may proceed. 

Mr. Ropers. I have a prepared statement which I would like to 
insert into the record, and I would like to make several observations 
in connection with it. 

The CuatrMan. The statement may be inserted in the record. 

(The statement referred to is as follows:) 


STATEMENT OF Paut J. RopGers, ExecutTivE ASSISTANT TO THE PRESIDENT, 
Ozark Air Lings, INnc., St. Louris, Mo. 


My name is Paul J. Rodgers. I am executive assistant to the president of 
Ozark Air Lines, a local service airline with general offices and principal mainte- 
nance base on Lambert Field, St. Louis, Mo. 

Ozark’s 2,628 miles of routes extend over an 8 State region in the Mississippi 
Valley and Great Lakes area. We serve such metropolitan cities as Chicago, 
Milwaukee, Kansas City, Wichita, Nashville, Indianapolis, and St. Louis as well 
as 21 intermediate smaller cities in the States of Illinois, Indiana, Kentucky, 
Wisconsin, Iowa, Missouri, Kansas, and Tennessee. A system map showing our 
routes is shown in appendix A. 

Ozark started its scheduled operations on September 26, 1950, under a tempo- 
rary 3-year certificate which was renewed in August 1954, for an additional tem- 
porary 5-vear period with some route changes. Ozark is the most recent of the 
local carriers to inaugurate service. 

During the past 4% years, Ozark has flown 10,890,000 miles and has carried 
419,582 passengers with a perfect record of safety. During Ozark’s first full year 
of operation, the calendar year of 1951, Ozark carried 49,507 passengers, in 1952 
Ozark increased its volume over 70 percent by carrying 84,463 passengers and in 
1953 with the reliability of our service greatly enhanced by a number of factors 
including complete day and night instrument authority which was available for 
the first time, Ozark transported 125,220 passengers, an increase of 48.25 percent 
over the previous year. During the past calendar year of 1954, Ozark continued 
increasing its passenger volume again by approximately 25 percent and carried 
156,391 passengers. A record of Ozark’s commercial revenue and traffic growth 
since the start of our operation is shown in appendix B. 

The progress of Ozark in reducing its dependence on Government subsidy, is 
revealed in the rapid and consistent reduction of its break even need. Ozark’s 
break-even need during the past 4 years has dropped from 87.3 cents to 58.7 cents 
per revenue plane-mile, a reduction of 28.6 cents a mile or 33 percent while its 
commercial revenues have more than doubled, increasing from 24.0 cents to 53.4 
cents per revenue plane-mile, an increase of 29.4 cents per mile or an increase of 
122.5 percent. Appendix C, D, and E show the trend and details of Ozark’s 
progress in reducing its dependence on the Government. 

I believe that the Congressmen on this committee whose districts are served by 
a local service airline will agree that there is nearly unanimous support by the 
people of these areas for the continuance of their local air service. It is also a 
matter of record that the Congress last year while considering similar legislation 
was nearly unanimous and unusually sympathetic with this problem effecting the 
local service airlines. Their position is clearly understandable as they have first- 
hand knowledge of the wishes of their constituents on this matter. In addition 
to the Federal airport grants the States and local communities have made sub- 
stantial investments of their taxpayers money beyond what would be required 
for private flying to provide approved airport facilities suitable for scheduled 
local service airline operations. They have learned to rely upon the frequent 
service of the local service airline serving their communities and the service has 
become a necessary part of their economy. If their local air service was discon- 
tinued or if they were given a token service by a trunkline, they would be placed 
at a disadvantage in community development, prosperity and growth. It is not 
conceivable with the public convenience and necessity of Ozark’s service so well 
established in most of its communities that Ozark Air Lines will be discontinued 
even if it continues to be plagued with a waste of recurring costs of renewals and 
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the increasing costs of the short time planning and financing all of which costs is 
eventually borne by the Government. The cost of a single certificate renewal 
for a local service airline, if all items are considered, is around $100,000 plus at 
least an equal amount for the States and communities. 

Ozark has no fears at the present time that it will not be renewed again in 1958, 
but our confidence in our renewal is not acceptable as collateral in arranging 
long-term financing for more efficient equipment that would reduce our dependence 
on the Government nor is it tangible enough to finalize any long-term planning 
that would reduce our cost. No business can possibly succeed economically unless 
it knows that it will be in existence long enough to plan properly and to secure 
adequate financing. In the instance before us, we have the paradox of being told 
to reduce our expenses and our cost of operation to the Government, while simul- 
taneously being involved in endless procedural steps just to remain in business. 
The cost of participating in these lengthy and duplicating proceedings far exceeds 
the savings resulting from economies in our operation. Osark Air Lines, as an 
example, has been involved in its certificate renewal case for nearly 2 years, 
a period dating from March 1953, and is still involved in that proceeding. In 
excess of $100,000 (approximately $50,000 in segregated cost plus an equal amount 
resulting from interruption and lost time to the organization) when there was no 
serious question of Ozark’s fitness, willingness, or ability to operate its route 
structure. The only question raised was in reference to specific communities and 
certain segments which had not produced traffic in the amount anticipated. This 
amount of money is more than twice the amount of money spent by Ozark for 
advertising purposes during the entire year 1954. This expenditure, we are 
confident, would have returned far greater benefits to the Government and to 
Ozark Air Lines, if it could have been invested in advertising, sales, and promotion 
to increase our commercial revenues and thus, reduce our dependence on the 
Government. 

We are therefore here today to urge the committee to report favorably on this 
legislation which would require the issuance to the local service carriers of perma- 
nent certificates covering their operations. 

The chief purpose of the proposed legislation is to assure greater stability in 
the local service airlines and to permit them to plan for the future with greater 
assurances that they will be in business over a period sufficiently long to permit 
proper financing and the exercise of efficient business judgment. 

Several important reasons appear which would justify the passage of grand- 
father legislation by the Congress. 

First, it would permit the expenses of the carriers to be reduced and hence 
would hasten the day when subsidy from the Federal Government will no longer 
be required. This is true for the reason that every step planned by a local service 
carrier must be based on its continued existence for only an additional temporary 
period and not on the thesis that it is a permanent institution. Depreciation of 
equipment must be figured on the short term rather than the long term. Equip- 
ment and real property can only be leased on a short-term basis with correspond- 
ingly higher costs. In addition, the existence of a threat of possible nonrenewal 
at the expiration of each temporary period causes the acquisition of equity capital 
to be difficult of achievement. Similarly, where debt capital is available at all, 
it is available at somewhat higher interest rates than would be the case of busi- 
nesses whose prospects of continuance are not publicly raised through a renewal 
proceeding every few years. 

Second: Quite apart from the financial significance of a permanent as opposed to 
a temporary franchise is the matter of public acceptance. I have already given 
the committee some figures with respect to the overwhelming public acceptance 
of air-transport services provided by Ozark, but there is another side to this 
picture. There have been a number of instances where the trunk airlines would 
like to discontinue services to a smaller community which would thereupon be 
served exclusively by Ozark. In several such instances, the community has been 
reluctant to have the trunk line, with its permanent certificate, discontinue 
operations, although such cities are generally delighted to have the services of 
Ozark. In the back of their minds always exists the thought that if Ozark’s 
temporary certificate to serve them should not be renewed, they would be left 
completely without airline service, but if they can get service by a permanently 
certificated name carrier, their future will be assured. Typical of such communi- 
ties are Peoria, Springfield, and Quincy, IIl., and Joplin, Mo. Therefore, some of 
them have been reluctant to embrace Ozark’s operations. 
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A third point which should be given consideration by the committee is that, 
as this committee has been informed before, one of the greatest needs of local- 
service carriers is a modern transport aircraft which will permit local airline 
service to be provided at lower fares and which at the same time will raise the 
standard of equipment used in such operations. In this connection, it is difficult 
to blame the aircraft manufacturers for not developing such a modern local- 
service aircraft when the committee considers for a moment the fact that the 
manufacturers do not know whether the local-service carriers will continue in 
operation for a sufficiently long period of time to warrant any manufacturer in 
going to the considerable expense involved in developing and producing local- 
service transport aircraft. 

The Congress need have no fear that if it enacts grandfather legislation, it 
will be. giving permanent authority to a perhaps unnecessary service. That 
there will be a continuing need for local-serviee carriers cannot be doubted. Had 
the local-service airline system been created without any actual or real justifica- 
tion for its existence, it could be expected to die on the vine or to continue indefi- 
nitely only at the expense of very substantial support from the Federal Govern- 
ment. This is not the case. There is a continual reduction of subsidy in terms 
of dollars required for the amount of traffic carried. The reason for this is that 
the local-service carriers meet a need which cannot be readily met by the trunkline 
carriers. Operational, economic, and competitive considerations force the large 
trunk-type and regional-type carriers to concentrate primarily on the air-travel 
market for which they are best suited; i. e., the long-haul, high-density market. 
In the fast changing equipment development picture, it is obvious that such 
large carriers as American, United, and Trans World are, for example, the logical 
purchasers of such airplanes as the Boeing 707. With an investment of $4% million 
in each long-range, high-speed unit of equipment, these carriers cannot be inter- 
ested in stopping every 75 miles at the Champaigns, Decaturs, and Springfields 
across the country. If the large carriers were to be required to serve these smaller 
cities they would do so with considerable reluctance since their own earnings 
picture would be seriously affected. But more important, the communities and 
the traveling public would receive a minimum token type of service. 

Since the major trunkline carriers have only been removed from the subsidy 
classification since 1951, it is unrealistic to think that they would take over and 
adequately serve these smaller cities, when they realize clearly that by doing so 
they might well be forced back on a subsidy basis. 

Furthermore, the local service airlines have originated substantial revenues 
for the trunklines and through their service to the numerous small communities 
throughout the Nation have expanded the base for trunkline operations by making 
trunklines service available at connection points. For instance, in 1954 Ozark’s 
interline passenger traffic with the trunk airlines resulted in revenues of $1,171,000 
to the trunklines. The traffic fed to the trunklines by the local service carriers, 
if Ozark’s experience is multiplied by that of the 13 other local service carriers, is 
of a importance to the continued health and growth of the trunk 
airlines. 

Nor need the committee be alarmed lest its action result in the freeziig of 
subsidy so that subsidy support cannot be withdrawn in those instances where it 
is determined that value is not being received for subsidy moneys expended. 
We do not propose a static system of local service routes which would remain 
unchanged throughout the years. The Civil Aeronautics Board has ample au- 
thority where the public convenience and necessity require amendrrents to routes, 
including suspension of service to order such changes and has done so in many 
instances. But when the Board undertakes to make amendements which may be 
required in the public interest to the routes of a carrier having a permanent certifi- 
cate, there is no feeling on the part of the public utilizing the carrier and the 
financial interests from whom captial must be secured, that the entire future of 
the carrier is at stake. Nor would it be necessary for the local service carrier te 
expend considerable sums of money at frequent intervals just to continue in 
existence. Any necessary route adjustments, however, designed to eliminate 
unnecessary subsidy could be effectuated by the Board. This is particularly true 
so long as the local service carriers must depend on the Government for subsidy 
support. They cannot defy the hand that feeds them. 

The local service airlines are at a stage of their development roughly ccmparable 
to that cf trunk airlines at about the time they were accorded grandfather rights 
in 1938. . There is no doubt that the existence of permanent operating authority 
contributed to trunk airline progress so that by 1951, 10 out of 13 trunklines were 
no longer receiving subsidy from the Federal Government. 
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I believe that if the Congress of the United States will demonstrate its faith 
in the place to be filled by the local service airlines in the airline economy of this 
Nation by giving them permanent certificates, the results in continued growth 
and attainment of self-sufficiency by the Iecal service airlines will more than 


justify such confidence. 


We appreciate sincerely the opportunity to appear before you today to present 
our views on this important legislation. 


OZARK AIR LINES 
SYSTEM MAP 


Aprenpix B 


APPENDIX A 





Ozark Air Lines, Inc., nonmail revenues and traffic growth, Sept. 26, 1950-Dec. 31, 1954 





Amount 
Nonmail revenue: 
3 months 1950 !______.___- $38, 286 
Calendar year, 1951.......| $494, 026 
Calendar year, 1952______- $844, 486 
Calendar year, 1953_______ |$1,218,006 
Calendar year, 1954... ___- $1,582,745 
Number of passengers: 
3 months 1950 !_________.- 4, 001 
Calendar year, 1951_____.- 49, 507 
Calendar year, 1952_.__._- | 84, 463 
Calendar year, 1953.......| 125, 220 
Calendar year, 1954... _- + 156, 391 








Airmail (pounds): 


3 months 1950 !___.....__- 
Calendar year, 1951__.___- 
Calendar year, 1952______- 
Calendar year, 1953_..___-. 
Calendar year, 1954_..___. 


Air express ( pounds): 


3 months 1950 !__________- 
Calendar year, 1951______- 
Calendar year, 1952_...__- 
Calendar year, 1953_.____- 
Calendar year, 1954_.____- 





Amount 


Percent 
increase 





1 Sept. 26 to Dec, 31. 
Source: CAB form 41. 





GROWTH OF NON-MAIL REVENUE 
and 
DECREASE IN BREAKEVEN NEED 


OZARK AIR LINES 


BREAKEVEN NEED 
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Appendix D and E plotted on moving average of four quarters. 
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Aprrenpix D 


Ozark Air Lines progress in reducing dependence on Government subsidy, break-even 
need per revenue-plane-mile 


Period Cents Period Cents 
1950 *—3d quarter___._.. ee ye 198. 7 | 1953— 1st quarter - _- _- 3.5: 
4th quarter ates oe eR eo ee 
Average for year__-__-_- 144. 8 EET SS SY | 
1951—I1st quarter. __--........ 142.7 Oi CURTIN 0 oss ck oe 63. 0 
2d quarter-_-__--- Shine Average for year__--_-- 74. 1 
3d quarter-____--- ...-- 68. 6] 1964— Ist quarter.....:......, 75.4 
4th quarter___- nos 2d quarter____-- Sek eweks 53. 6 
Average for vear a 87. 3 Od-querter<.0------+- occ 58 
1952—I1st quarter. ...........- 90. 6 4th om@ertpr.g . 2 2-1. 55. 0 
TE Ti ccneviinnsinmunicicain 72. 2 Average for year____.. 58. 7 

SG GUMPONT. |... cass Sooke at 

4th quarter...........L. W738 

Average for year. __-_-- 76.1 


1 Service inaugurated Sept. 26, 1950. 
Source: CAB Form 41, 


APPENDIX E 


Ozark Air Lines, growth of nonmail revenue—nonmail revenue per revenue plane mile 


Period Cents Period Cents 
1950 '—3d quarter. _-....._----- 22. 2| 1952—4th quarter___..._....--. 37. 6 
4th quarter. -......-.--. 20. 8 Average for year... ._. 31. 5 
Average for year . Se 20. 8| 1953—I1st quarter. ___._..._.--- 32. 9 
1951—-1st quarter. ___-__.-____- 18. 6 i ae woth as wis 42.2 
OG GU cans cane cdee 24. 0 Pine cas cnadoon 41.0 

Sd quammUiliic.. Sen - 25. 8 en ME. aS oe cncdacee 44.7 

+thr quarter-- 22st: =: 24. 8 Average for year. ..-.-_.- 40. 5 
Average for year. __.... 24. 0| 1954—I1st quarter. -_.......-..--. 41.5 
1952—1st quarter............-- 19. 4 BO CU aa 6 a ne bone 54. 6 
Oe Wn cee ce cdnne 31.5 Be Gentncucs-<atdese 58. 4 

OG GUO, onda ss scan 36. 2 4th avert... .....-.4.-. 57. 9 
Average for year. .....- 53. 4 


1 Service inaugurated Sept. 26, 1950. 
Source: CAB form 41. 


Mr. Paut J. Ropcers. On page 1, third paragraph, I would like 
to observe that our company was certificated in the first instance 
after 7 years of procedural steps. We started service September 26, 
1950 under a temporary certificate and that temporary certificate 
was renewed last August for another 5-year period, and at the present 
time that proceeding is still in progress. We have not wrapped it up 
yet. It has been in progress for 2 years. 

I would like to point out in connection with the last paragraph on 
the first page, the progress that has been made in connection with 
the public acceptance part of our company, which is typical of the 
local service carriers, in spite of the handicap of not having permanent 
certification. 

Certainly there is a question in the minds of the traveling public as 
to whether or not you are efficient, whether you are fish or vegetable, 
or what you are, when you do not have a certificate. 

We feel if we had a permanent certificate that would improve 
conditions in that respect. 

I would like to point out on page 2, the second paragraph, the 
progress that has been made in reducing our dependence on Govern- 
ment subsidy, which goes to the heart of the thing we are talking 
about here, and I would like to point out that we began operations 
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after the commencement of the Korean war, and if you will notice 
the appendix D, it shows very decided improvement in our overall 
picture. ‘This in spite of the fact that every trend was in the other 
direction. 

At the bottom of that page, page 2, I also would like to thank the 
House for the vote, in passing this legislation last year unanimously. 

We are amazed, or I am, as a layman, in reading the proceedings 
of last year, and seeing the tenor of the thinking on the part of the 
Congress, both the Senate and the House, and then see that in the 
year that followed that the Board, according to my mind, did abso- 
lutely nothing to implement the feeling expressed at that time on 
that particular subject. 

I would like to point out also the cost of these particular proceed- 
ings, on page 3. We estimate in the instance of our renewal pro- 
ceedings, which are still m progress, that we will spend over $100,000. 
We have spent $50,000 and definitely there is a segregated cost of 
another $50,000, resulting from interruption and lost time to the 
organization of the executives. 

We would like to point out, for example, that $100,000 is twice the 
amount that our company spent for advertising during the last year. 
We have only so much to spend and we need the tools to work with, 
and if this same money could be put to some productive work, there 
would be a greater return to the Government and our company and 
the traveling public would be much better served. 

We have always taken seriously any request of the Board to cut 
our costs. We have even through our landing-fees system cut 
$100,000 off of the initial basis of costs, by renegotiation, getting these 
people to go along with us. That $100,000 also represents to us 
revenue from over 10,000 passengers, because in our particular type 
of operation we have small average fares. 

e will not go into the equipment problem. That has already 
been covered. 

I would like to mention one point that goes to the heart of this 
permanent certificate phase, a matter which has not been covered, 
and that is public acceptance on the part of our citizens. 

We have many communities that would be very happy to receive 
this service, but there is a question mark, so far as they are concerned, 
in connection with our type of service. We are an ugly duckling. We 
have not. been certificated. We have not been given official blessing 
by the Board. The result is that these cities would rather go to the 
big-name carriers, so that in the event something happens at a later 
date they will not have to start from scratch to get air service. That 
is particularly true up in Iowa and Illinois, and the Board’s recent 
decision in the 106 case, Fort Dodge, is typical. Congressman Dolliver 
can vouch for that. 

I do not want to presume at all on other gentlemen’s time here, but 
I would like to suggest several questions that might be asked your- 
selves, or asked of the Board. One is how much do these proceedings 
cost the Government? It certainly costs our company a hundred 
thousand dollars and the Board with its staff, and with the various 
studies, should have some estimate at this stage of the game as to 
the amount of money that has gone into these particular proceedings. 
There is new item of interest available to the Board at this time that 
has = been available to them for more than a year, if they read the 
records. 
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The second question that we would like to suggest that what spe- 
cifically has the CAB done during the past year to implement the 
feelings expressed here that you wanted this program expanded? 

In the instance of our company, we certainly feel that the 106 deci- 
sion serves notice. They took a 500-mile local service and said that 
they altered the characier of the route. You could no more alter the 
character of a route without some change than you can change this 
pitcher of water here to bourbon. 

Mr. Douutver. Will you specify what that route was? 

Mr. Paut J. Ropcers. That was the route from Chicago to Sioux 
City; a 500-mile route serving Fort Dodge and other intermediate 
points. 

We thank you very much again for permitting us to come up here. 
We look to Congress, at least, for some solution of this thing. We 
had lost confidence. We did not know where to go in connection 
with this particular position. We thought that our cause was lost 
but we got a new breath from the hearing last year, but we are sorry 
to say that nothing tangible has taken place in connection with our 
existence at least since that time. 

So, we feel that we are going in the right direction here. Thank you. 

Mr. Kuxrn. Mr. Chairman. 

The CHarrmMan. Mr. Klein. 

Mr. Kuern. Are there any local-service airlines similar to yours 
that have permanent certificates at the present time? 

Mr. Paut J. Ropcers. None of us have permanent certificates at 
the present time. 

Mr. Kuetn. One more question and that is, Do you have to abide 
by all of the safety regulations that apply to all of the big companies 
or those that have permanent certificates? 

Mr. Paut J. Ropaers. Yes; we would say that we start from 
scratch and build up our own records, so probably they watch us 
through a microscope a little closer. 

Mr. Kuern. I am impressed with this, Mr. Chairman. I think the 
inference could be drawn that any airline company that does not have 
a regular or permanent certificate must have something wrong with 
it. I do not think that you can prevent that inference from being 
drawn that there is something wrong. 

Mr. Paut J. Ropgrrs, That is true on the part of both the travel- 
ing public and it is true on the part of cities served. They do not 
want to give up the service that they have by the trunklines and be 
forced out at a later date. 

The CuarrMan. Are there any further questions? 

Mr. WixuraMs. Mr. Chairman. 

The CuarrmMan. Mr. Williams. 

Mr. WiuuiaMs. One question. There is one phase of this operation 
that has not been covered by any of the testimony. Whether it 
would have any bearing on this I do not know. That is the question 
of insurance. 

Now, I presume that insurance is a considerable part of your budget. 

Mr. Paut J. Ropeers. That is correct. 

Mr. Wixuiams. Would it be possible, if you were granted a per- 
manent certificate, for you to reduce the cost of your insurance by 
insuring yourself over a longer period of time? 

Mr. Pau J. Ropasrs. "Phat would be our impression, Mr. Wil- 
liams. Whether or not it would work out that way, I do not know. 
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I know that the insurance companies, at least the ones that handle 
our operations, have been very considerate and cooperative and their 
rates have been based more on our experience factor, I would say, 
than the certification. Certainly in the back of their minds there 
must be that question. 

Mr. WiuuiaMs. Would your insurance premium be affected by the 
purchase of new equipment? 

Mr. Paut J. Ropcers. Anything that would improve our overall 
operations, I would certainly say would add to that. If we had 
additional money we could get additional navigation aids; additional 
communication aids and many different things to use to supplement 
our operations and show improvement to safety, and public accept- 
ance of it. 

The CuarrMANn. Are there any jurther questions, gentlemen? 

Mr. Mack. Mr. Chairman. 

The Cuarrman. Mr. Mack. 

Mr. Mack. Mr. Rodgers, do you recall offhand how many stops 
you make at Springfield, Ill.? 

Mr. Paut J. Ropeers. Springfield, Ill., is a good example of the 
problem of public acceptance. When we first went in there they were 
very reluctant to have our service. They had been served by the 
American Air Lines and we did not have a certificate. They thought 
that that was a sure sign of inefficiency on our part. We started 
operating, however, and the people down there, today in that particu- 
lar city, have accepted the service. They have 22 flights a day and 
our company iurnishes 18. 

Mr. Mack. Mr. Chairman, I want to say that I am not too familiar 
with all of the local carriers, but I have observed the Ozark Air Line’s 
service at Springfield, the capital of Illinois, and also at Champaign, 
where the University of Illinois is located, and the hometown of our 
colleague Mr. Springer. I must say, that they have done a very 
remarkable job serving communities in Illinois, especially in the down- 
State area. We have no places in the down-State area where the 
major carriers stop except Springfield. In this area, the Ozark Line 
has done a remarkable job. 

It seems to me that steps should be taken that would make it possi- 
ble for companies such as Ozark to plan ahead, as well as the many 
communities. 

The CuatrMan. May the Chair ask a similar question? I know 
that your airline operates into my home city of Nashville. 

Mr. Paut J. Ropcers. Yes, sir. 

The CuarrMAN. How many scheduled flights do you have into 
Nashville? 

Mr. Paut J. Ropcrers. We have not yet activated the Paducah- 
Nashville portion of that route. We have a communications problem 
at the military installation at Fort Campbell and the present status 
is that the military has joined with our company in requesting the 
assignment of a control zone, a control area, so that we will be able 
to fly under instrument conditions. That is another point that goes 
to the heart of this problem, however, without a permanent certificate 
you are not furnished the normal Federal aids in the establishment of 
airways. When we established new routes, it was our job and we at 
our own expense put in these aids, because the routes were regarded 
as temporary also by the CAA. 

60213—55——7 
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The CuarrMan. Anything further? 

Mr. O’Hara. Mr. Chairman, I want to say, Mr. Rodgers, that the 
reputation of the vigor of your airline has even seeped into southern 
Minnesota—I mean by reference, at least, and coming from a district 
that has practically no local airline service, I am completely sympa- 
thetic to the problems which confront all of the local airline operators. 

May I ask you what is the usual financial condition; has your 
condition improved? I believe that you stated what it was for 3 
months in 1950, when you started. 

Mr. Paut J. Ropeers. Yes, sir. 

Mr. O’Hara. And operating during that time, has your financial 
condition improved? es speaking generally, now. 

Mr. Paut J. Ropeers. Yes, sir; it Eas improved considerably. Of 
course, that is another phase of our long proceedings with the Civil 
Aeronautics Board. That is, our mail pay proceedings. Until those 
are settled you never know just exactly what you have to work with. 

We have some new routes now. We have been authorized to provide 
service over those new routes, but we have not yet received correspond- | 
ing increase in the mileage allowance on mail pay. So, it depends 
upon those things, and when they are decided, they are retroactive, 
and it is difficult to know how you end up until you get the final figure, 
the final order from the Board. 

But, the overall picture is, we have reduced the deficit and we 
operated at a profit since April of last year, on the present mail rate, 
and our position is considerably improved over the earlier months or 
years of operation. 

Mr. O’Hara. That is all, Mr. Chairman. 

The CuatrMan. Are there any further questions? 

We appreciate very much your cooperation in condensing your 
testimony. We appreciate particularly some of the very important 
facts that you have pointed out that I am sure will be helpful to the 
committee, Mr. Rodgers. — 

Mr. Pavut J. Roperers. Thank you, very much. 


STATEMENT OF CLARENCE M. BELINN, PRESIDENT, LOS 
ANGELES AIRWAYS, INC., LOS ANGELES, CALIF. 


The CHarrMAN. The committee will next hear Mr. Clarence M. 
Belinn, president, Los Angeles Airways. 

Mr. Beinn. Mr. Chairman and gentlemen of the committee. 

Mr. Hinsuaw. Mr. Chairman, before Mr. Belinn starts his state- 
ment, I want to say that I introduced H. R. 4310, with the intention 
of making certain that the Los Angeles Airways was included in this 
‘bill. I had thought it was. 

The CuarrmMan. Thank you, Mr. Hinshaw. 

You may proceed, Mr. Belinn. 

Mr. Betinn. My name is Clarence M. Belinn. I am president of 
Los Angeles Airways, Inc., a certificated air carrier conducting oper- 
ations exclusively by helicopter and carrying mail, passengers, and 
express in the metropolitan Los Angeles area. 

As to my personal history, I have been engaged in aeronautics my 
entire adult life, commencing in the United States Army Air Service 
in 1925. After being discharged, I joined the world’s first air-coach 
type of operation, known as the Ludington Line, which operated 
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between New York and Washington every hour on the hour, My 
duties were primarily in operations. When that company sold out to 
Eastern Air Lines, I moved on to take part in the formation of one of 
the first—if not the first—local airline. This was in 1933, and the 
company is now known as Northeast Airlines. Most of my duties 
there were developmental within the general framework of mainte- 
nance, operations, engineering, and purchasing. 

During the war, I served as director of the air transport division of 
Matson Navigation Co. and vice president of Hawaiian Airlines until 
in 1944, when I resigned to concentrate on the formation of Los 
Angeles Airways, primarily for the purpose of providing true airline- 
feeder service in southern California. 

The early history of our company was centered on a service pattern 
with routes essentially radial and short haul in nature. This was 
even before the availability of helicopters. Our original proposal to 
the Civil Aeronautics Board called for extending the airplane with a 
limousine ground service at approximately 30 airports, which would 
have given service to approximately 75 cities. The perimeter of our 
operation—that is our preliminary operation—extended to San Diego 
on the south, Blythe on the east, and Santa Maria on the north. 
Our proposal was denied. 

Subsequently, we were granted in 1947 the world’s first scheduled 
helicopter authorization confined to the same metropolitan area, but 
with the perimeter being Santa Ana on the south, San Bernardino on 
the east, and San Fernando on the north. 

Prior to the commencement of this operation, no appreciable 
criteria existed anywhere in the world covering the protracted and 
useful operation of the helicopters, so that, in effect, it was our 
responsibility to ‘‘write the book.” 

The certification of Los Angeles Airways was enthusiastically 
supported by the Post Office Department as well as the Armed 
Forces. To the best of my knowledge, this attitude has prevailed; 
and, as I stated on many occasions, this attitude of the sponsoring 
departments, as well as the Civil Aeronautics Administration and the 
Civil Aeronautics Board, has made our proposition reasonably tenable, 
even though it has not—by many standards—been much of a financial 
success, 

At the outset we carried airmail exclusively. We found it possible 
to overcome the surface traffic congestion and bottlenecks in our large 
and expanding metropolitan area with the result that airmail was kept 
moving continuously rather than piling up into peak loads. 

I have brought along a large map (LA No. 1) of our system for 
your convenience. This illustrates our basie service pattern and 
is known as an area type of certificate. There are several important 
highlights which I believe the committee should know. The first— 
and most important, I believe—is the so-called flight pattern, this 
means the pattern of carriage of our cargo in relation to specific 
requirements. For example, at a large terminal area like Los Angeles, 
we have almost 300 daily arrivals and departures, airlines which have 
left the east coast, beginning at the close of the business day until 
approximately midnight, arrive in Los Angeles between 3 and 7 a. m., 
roughly. These overnight flights carry very heavy mail and express 
loads.. It is our job to make direct connections with these flights 
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and carry the loads to the post office en route in time so that the mail 
can be on the street in the bags, or on the backs, of the first morning 
carriers. 

This extends to the extreme perimeter of our routes so that, in 
effect, cities like Riverside and San Bernardino get New York mail 
delivered to their homes or offices the following morning. This, of 
course, is extremely fine mail service and has resulted in a very great 
increase in the use of airmail. I also have some charts and figures 
(LA No. 2) on that in which I believe the committee will be interested. 

Mr. Chairman, I haven’t enough of those to go around, so I would 
like to have this inserted in the record, if I may. 

The CuarrMan. Very well, the charts may be included with your 
statement. 

Mr. Beinn. Thank you. 

The Cuarrman. I presume they will lend themselves to reproduc- 
tion in the record. It is hard to reproduce some of these charts. 

Mr. Betinn. This has reference to our growth. 

The CHarrmMan. That will explain the situation somewhat? 

Mr. Beurnn. It has to do with the growth. 

The CHarrMAN. You will explain that chart in the record? 

Mr. Beinn. Yes. 

The CuarrMan. It is not always possible to get these charts repro- 
duced. That is why I asked the question. 

Mr. Beinn. Very well, we will be very glad to supply them, sir. 

Another element of this service pattern which also is of great 
importance is that upon returning from these outlying cities, the 
helicopter carries passengers back in sufficient time to make connec- 
tions with the outgoing eastbound airlines departing during what is 
known as the magic hour, this period between 7 and 10 a. m. in our 
area. I should emphasize that we have not been able to inaugurate 
the passenger feature to many communities yet on a revenue basis, 
but our tariff and other formalities are on file with the Civil Aeronautics 
Board at this time for the following cities: 

Anaheim, Fullerton, Corona, Fontana, North Hollywood, Ontario, 
Pomona, Riverside, San Bernardino, and Santa Ana, and there are 
others to be added. 

Stated differently, on our outlying segments, the mail and express 
travel in reverse to the passengers—from the standpoint of schedules— 
and it is, therefore, our hope to see a gradual and similar increase in 
the passenger business as we have experienced in the phenomenal rise 
of mail and express traffic since we started. ; 

Our next job takes place midday. During this period helicopters 
again go out over the routes and clean up any leftovers from the 
morning’s operation, and begin moving the close of business traffic. 
At first we thought these schedules would be light, but again it is being 
illustrated that when good service is being rendered, people use it. 
So that, almost without exception, our midday flights are running full 
capacity. 

A third—and probably most important of all—operating period is 
in the evening. This is when we commence moving our cargo out- 
bound; that is to say, we reverse the procedure and begin carrying 
large quantities of mail and express, and later passengers, which has 
been collected at the close of business, in sufficient time to make direct 
connections with outbound airliners. The growth of this has also been 
phenomenal, indicated by the aggregate figures placing our company 
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as one of the heaviest carriers in the country and perhaps in the world. 

Since commencement of our operation, we have carried about 35 
million pounds of airmail, and it is estimated by the Post Office 
Department—and I believe it is a conservative estimate—that we 
expedite the mail in a minimum of 12 hours and in some cases as high 
as 48 hours. A very important point for everyone to recognize is that 
the helicopter does not achieve this merely by being faster than a truck 
nor overcoming a few local hurdles. It is primarily because the mail 
is placed on board the air carrier at the source; which, in effect, is an 
airline transmission belt. By cutting out and eliminating ground 
connections and other impediments, it is possible to keep the cargo 
moving continuously and in facilitating the connections which were 
previously missed by only an hour or two. We know of cases where 
the mail and cargo has arrived at the other end about the time it 
previously left its point of origin. 

The cost of all of this to the Government is phenomenally low. 
We have prepared actual cost charts (LA No. 3) on this, which I also 
have available. The best figures we can come up with indicate that 
the entire cost to the user of airmail is about 3 mills out of a regular 
airmail stamp of 6 cents. So that, all in all, from a performance view- 
point, I believe we have done a creditable job not only to the extent 
that we have justified our existing on a current basis, but much of the 
additional business we have developed has resulted in additional busi- 
ness for the Post Office Department, as well as the connecting airlines, 
which is an indirect but nevertheless definite offset to our expense. 

I am referring to our primary function at this time, but as is well 
known, the Civil Aeronautics Act by direction of Congress places 
heavy emphasis on the national-defense aspects of commercial air 
transportation. I believe that during the last world war we saw 
ample evidence of the wisdom of this farsighted policy. When the act 
was drawn, originally, the practical application of rotary wing aircraft 
was in fact only theory and not taken seriously enough to be an affirm- 
ative factor in promulgation of this legislation. Nevertheless, the all- 
encompassing and overall terms and provisions of the act—to the best 
of my knowledge—contained nothing which tended to act restrictively 
when this completely new element of air transportation came along 
about 15 years after the act was drawn. 

This is of enormous importance in the contemplation of legislation 
before the Congress at this time; because, certainly events which have 
taken place during the last few years have completely qualified the 
helicopter as an indispensable factor in our national defense. More- 
over, the farsighted action of the Civil Aeronautics Board in certifying 
the three existing scheduled helicopter operators, in my judgment, will 
long stand as one of the great factors in carrying out its responsibility 
to Congress and the people. 

The CuarrmMan. Mr. Belinn, pardon me for interrupting you, but I 
notice that this statement is fairly long. If you care to summarize 
your prepared statement and put it all in the record, then answer 
questions, it would be agreeable to the committee. 

Mr. Betinn. I am coming to some of my points, sir. 

The first point I am trying to develop is that we have justified 
consideration in this legislation precisely in the same manner as the 
fixed-wing local airlines. We have large investments. In fact, we 
are quite cognizant of the fact that our investment was probably a 
greater risk investment than had ever been promulgated or promoted 
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in the airplane business. We, as a segment of the industry, faced all 
of the unknowns. It was completely possible, and in one or two 
instances it looked probable, that our whole plant might have been 
made inoperable due to lack of technological integrity. 

Moreover, we had to overcome a great public reception problem. 

So that our risk capital, for example, was a quarter of a million 
dollars, was made available, committed and pledged, without the 
backers having complete knowledge of whether or not they would 
get anything back, much less a profit which at this time no one has 
ever received—a dividend. 

We were led to believe that inadvertently or otherwise that the 
legislation which is before the Congress at this time would have placed 
us in a category such as taxis, or some other lesser respectable—if I 
may use the word—or lesser category, which was a very distinct and 
ver great discrimination against us. 

nd we feel that precisely as the local carriers feel as to our certifi- 
cates. 

Next year, after our certificate expires, next fall—we have gone 
through two hurdles, exactly as these other gentlemen have who have 
preceded me. We have to make long planning for heliports. For 
example, we have to provide our own heliports. We do not have the 
benefit of the airports. We must develop helicopters suitable for our 
business. We must develop specialized aids, and all of the things 
that we think are logical and practical, to the local air carriers, and all 
of those are ever more applicable in our case. So, that is why we are 
concerned, sir. 

Mr. HinsHaw. May I ask a question, Mr. Chairman? 

The Cuarrman. Mr. Hinshaw. A 

Mr. Hinsuaw. How do your operations volumewise compare with 
these other so-called local service air carriers? 

Mr. Beuinn. Mr. Hinshaw, in our territory we carry primarily 
mail and express. 

Mr. HinsHaw. How do those compare with the others? 

Mr. Betrinn. Our volume is greatly in excess of the local airlines. 

Now, the express, for example—I can give you a concise statement 
on that. We carry more express out of Los Angeles; we carry twice | 
as much express out of Los Angeles as the two other local carriers 
combined. That is the Bonanza and the Southwest.” 

Out of one city we carry more passengers than they do. That is 
Long Beach. 

For example, we carry around 600,000 pounds of airmail in and 
out of Los Angeles per month and an educated guess on that would 
be that they carry probably less than 25,000 pounds in that same area. 

Mr. Hrnsuaw. What is the total volume of business dollarwise; § 
how does that compare, not with particular people, not going in and 
out of Los Angeles, but with the general industry, as compared with 
the local carriers? 

Mr. Beinn. Our total volume is running in the neighborhood of 
$1,300,000 per year. I do not have available figures of the local 
carriers out of our area. 

Mr. HinsHaw. Would you explain to the committee the work that 
you did which was of extreme value—I happen to know about it— 
of extreme value to the Marine Corps and other services in the 
development of the helicopter? 

Mr. Betrnn. Yes; I am glad to have that opportunity, sir. 
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First of all, our company pioneered in the flying of helicopters at 
night and without established navigational aids, which meant that 
we had to overcome such obstacles as not having available utilities, 
sources of electricity; sources of power. We therefore developed a 
high reflection material known as scotchlite to the trade, as a perimeter 
location and identifier for heliports. This took the place of ‘seseiied 
lights. 

As to pinpoint navigation, we have completely made and demon- 
strated that it is practical to use the railroad type of fuses for low 
weather, bad weather type of operations. 

Those are small items. 

Now, we have also developed—in fact, we invented—a device which 
has been placed in practical use by the Marines very recently known 
as the “‘rocket-on-rotor tip.’’ I have here a model of this device which, 
in effect, and for all practical purposes, translates a single-engine 
helicopter to a multiengine helicopter. This we were forced todo. I 
want to emphasize that we have not been able to place this on our 
helicopters, because they have since been taken over and become 
classified. So, we are having a little trouble getting back on the 
track, Mr. Hinshaw, where we left off at the time we had some serious 
accidents in our company. 

The invention, the primary engineering of it, and even to the extent 
of fabricating some of the equipment, was made by our company. 

Then all of the data was turned over to the military. They took 
it up from that point and have subsequently flight-tested it very 
satisfactorily, and by the installation of one of these little rocket motors 
in each rotor tip the pilot, by means of a small trigger, in the event 
of the failure of the primary powerplant, this serves the purpose of 
keeping the helicopter from having a forced landing. It uses a very 
highly concentrated type of fuel. 

We are in the process now of entering into a*program of getting 
this device certificated for commercial operations. 

We also have trained specialists for the military who in turn trained 
helicopter pilots in the Korean effort. These were advanced pilots. 
They were not the primary type. They were for a very high-level- 
type operation. For example, we have been advised, if I may say 
this off the record. 

(After further informal discussion off the record the following pro- 
ceedings were had.) 

Mr. Beinn. One other very important item, we have made it 
possible for the military to increase the utility of their helicopters by 
at least 200 percent and in that event we have been informally advised 
that at the outbreak of hostilities in Korea they, for example, had in 
that theater 85 helicopters of the type we operate, known as Sikorsky 
5l’s. We have two types, the 55’s also, but by means of information 
we directly channeled into the military, they were able to double the 
utility of that equipment. 

And, a grassroots calculation brings that figure in excess of $20 
million savings to the taxpayers. 

And, there are many others, Mr. Hinshaw. I could go on all day. 
In fact, I have a list here of about 35 other items which I would like 
to make a part of the record along with those lines, Mr. Chairman. 

s The CuHarrMan. Very well, without objection, they may be made 
a part of the record. 
(The list referred to is as follows:) 
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Los ANGELEs Arrways, INc. 


SIEMPRE PRIMERO ! 


The Los Angeles helicopter operation is the world’s first fullscale scheduled 
helicopter mail service. During the past 3 years, it has necessarily been first in 
the prioneering and solving of many unique and vital problems and projects. It 
would be impossible and of little value to list them all. Nevertheless, for the 
record and posterity, some of the most controlling ones should be set down. 
Such a listing would indicate that Los Angeles Airways was first: 


1. To fully develop the art and technique of night flying for helicopter. 

2. To receive type certificate for night flying. 

3. To fully develop the art and technique of instrument flying by heli- 
copter. 

4. To receive type certificate for instrument flying. 

5. to achieve scheduled operating dependability comparable with fixed 
wing aircraft. 

6. To attain airmail ton-mile costs comparable with fixed wing aircraft. 

7. To carry over 10 million pounds of airmail in its first 3 years. 

8. To commence operations on the originally announced date. 

9. To attain 4,000 hours life on the helicopter. 

10. To attain 1,000 hours between engine overhauls on helicopters. 

11. To attain 15,000 hours total fleet time in less than 3 years. 

12. To design and contract for complete roottop passenger facilities. 

13. To develop and operate a complete system of heliports independent of 
public utilities, such as lighting or other navigation aids. 

14. To initiate and develop the concept of municipally furnished heliports 
on a nominal-cost basis, systemwide. 

15. To train military personnel. 


FACT SHEET 


LAA lays claim to many distinctions which could be quite properly reviewed 
at this 7-year period of its history. We choose to term it “the seventh inning.” 

1. It was the world’s first scheduled helicopter service and the first to be 
certificated by the CAB, initially, and the first to be renewed. On both occasions, 
it had the unqualified support of all governmental departments, which include 
military, PO, CAA, CAB, as well as the enthusiastic support of all the cities it 
serves. 

2. LAA is the sole author of the Metropolitan system and of most of the present 
day accepted standards and concepts of utilization of helicopters. 

3. It was the world’s first to receive authorization from the CAA for the opera- 
tion of rotor-wing aircraft on schedule, and 

(a) Authority for instrument flying by helicopter. 
(6) Night operation of helicopter. 
(c) Rooftop operation. 

4. LAA is the author of the term, “heliport,” and of the concept of unrestricted 
operation utilizing unimproved public property as a ground facility; thereby 
lowering operating costs, and 

(a) To use “Scotch-lite”’ type of reflectors as boundary lights. 
(b) To use railroad type of fusee as an airways lighting and navigation aid. 

5. LAA is the sponsor and author of the Metropolitan communications system 
concept of aircraft to ground transmission of operating and safety information 
on its regular aircraft radio channels. 

6. LAA is the creator and has developed the true concept of interline field 
transfer exchange of mail and express as a connecting feeder to all trunklines. 

7. It was the world’s first to carry air express by helicopter. 

8. LAA was the first to sponsor and give preliminary engineering effect to 
commercial multiengine helicopter design. 

9. LAA has carried more airmail than all other combined helicopter operators 
in the world. 

10. LAA invented and did the preliminary engineering work on the rocket 
thrust augmentation now known as ROR, which was recently successfully flown 
by the Marine Corps. 

11. LAA helicopters have the highest total time of any helicopters in existence. 

12. LAA was the first to prove that helicopters can attain a utilization factor 
comparable to fixed-wing aircraft. 


1 The official motto of Los Angeles Airways, Inc.—Latin definition is ‘always first.’ ’ 
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Mr. Harris. Mr. Chairman. 

The Cuarrman. Mr. Harris. 

Mr. Harris. You were certificated in 1949; were you not? 

Mr. Bewinn. 1947, sir. 

Mr. Harris. 1947? 1} 

Mr. Beinn. Yes, sir. 

Mr. Harris. Do you have a certificate of public convenience and 
necessity? 

Mr. Beinn. Yes, sir; we have a certificate precisely identical to 
the local airlines providing to us under the same act, under the Civil 
Aeronautics Act with this exception, that we are forbidden even the 
utilization of fixed-wing airplanes in any part of our certificate, but 
that same prohibition does not extend to fixed-wing operators coming 
into our territory from other areas. 

So, there are instances where we have points in common with 1 of 
the local carriers or 2 of them, but we are forbidden even from ex:r- 
cising a competitive situation. 

Mr. Harris. In other words, you were given a certificate of public 
convenience and necessity by the Civil Aeronautics Board to perform 
a local air service? 

Mr. Betinn. Yes, sir, a truly feeder service and 95 percent of our 
business is feeder. 

Mr. Harris. Then the proposed legislation would, if enacted, 
take care of your own situation as it would the carriers operating 
fixed-wing aircraft? 

Mr. Beinn. Yes, sir. 

Mr. Hinsuaw. H. R. 4316 does. There is some doubt, Mr. Harris, 
that this bill would. 

The Senate amended that bill last year and Mr. Floberg said 
yesterday that according to his mind, this bill would include such a 
service as Mr. Belinn operates. 

Mr. Harris. I understood Mr. Floberg to say he was not in a 
position to state whether it would or not. I am trying to find out 
just what kind of a certificate Mr. Belinn has, and whether or not 
the language of these bills would take care of that type of operation. 

Mr. HinsHaw. You are referring to the bills, 526, and 2225? 

Mr. Harris. Yes, and I think if we develop in the course of the 
hearings that the language of these bills does not cover helicopter 
operations, it might save us a great deal of trouble down the line. 
That is the reason I was asking these questions. 

Mr. Beinn. I would hope, sir—we would certainly hope we 
would not be discriminated against. We feel we have established a 
record equal to that, and the intent, and certainly our company felt, 
from the principle involved that it was only natural that we did not 
want to find at a later date that we would be classified so that our 
stockholders and our people that we serve and many others that we 
do business with, would regard us as something separate, and this 
temporary business cannot be overemphasized. I agree completely 
and wholeheartedly with all of the evidence you have heard previously. 

Mr. Harris. Were you given a certificate by the Board for a 
certain period of years? 

Mr. Beinn. Our first certificate was for 3 years, and our second 
certificate was for 5 years, which expires next year. 

Mr. Harris. Which is precisely the same type of procedure as 
followed for the fixed wing local feeder lines? 
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Mr. Beinn. Precisely; precisely. 

Mr. Harris. Then your second certificate will expire again next 
year you say? 

Mr. Beuinn. Our certificate expires the last day of September 1956, 
and like the gentleman who preceded me, we are now beginning to lay 
advance plans for just how do we move; what do we do. There are 
equipment matters coming up. Then, there is financing for heliports 
coming up, and as I say, we have the same personnel problem, and 
even higher specialization; we have the same financial problems as the 
local airlines. So, there is not one iota of distinction in the overall 

icture. 
, Mr. Harris. Does the Civil Aeronautics Act make any special ref- 
erence to the type of aircraft to be certificated? 

Mr. Beinn. As I understand it, the act prohibits the Board from 
certificating a carrier or ee or limiting it to a type of equipment. 

Our understanding is that this prohibits, in our certificate, what is 
tied to the fact that then we are an area type of carrier, again, which 
is prohibited under the act. So that in giving us this area to serve, 
they conditioned the area certificate upon the use of rotory-wing 
aircraft. 

Now in the meantime we are of course, or have entered into the 
passenger business, so the area certificate which was an important 
problem for the purposes of the Post Office Department no longer has 
that type of importance. And, we file our tariffs and our operations 
now with the Civil Aeronautics Board, and are on a pinpoint basis, 
so that the area we are going into very shortly—in fact, when we ask 
for our next step, we will ask to be relieved of many exemptions, so 
far as the area is concerned, and I do not know what we will do about 
the other part of it, which is not of such great concern. 

Mr. Harris. You do not plan to operate from Los Angeles to San 
Francisco? 

Mr. Beurnn. No, sir. We are a metropolitan-type carrier. 

Mr. Harris. In other words, in your certificate they describe your 
area of operations, just as is done with any other airline operation? 

Mr. Beinn. Precisely. It is 65 miles from this point [indicating] 
to the other perimeter and we, of course, have geographical limitations 
anyway. ‘That is the western boundary of the Sierra Madres, and it 
is entirely possible that at some time we will extend north as far as 
Santa Barbara, which is in the Los Angeles orbit, but we have approxi- 
mately 5 million people to serve in this very, very fast expanding and 
sprawling area over which the traffic is becoming intolerable, and the 
rotary-wing aircraft, rotor-type of operation, is the only really new 
thing that has come along. It has come along at a time when we 
are experiencing this vast expansion in many of our metropolitan 
areas—Chicago, New York, and others and at a time when we are 
also entering into the era of a peculiar type of civil defense, which the 
helicopter is recognized as being the only type of transport device 
pre of dealing with sudden emergencies that may be related to a 
bombing warfare and such a strategic matter as that. 

Mr. Harris. You have pioneered in this type of service with 
helicopters? 

Mr. Beinn. Yes, sir. 

Mr. Harris. You are familiar with efforts being made to develop 
some suitable aircraft for the local service operations? 

Mr. Beinn. Yes, sir; I am. 
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Mr. Harris. Can you foresee the possibility of some helicopter- 
type machine stepping in and is me that service or being the 
answer to the problem? 

Mr. Be.inn. It is a very difficult question for me to answer, sir, 
and I have been faced with that question a great number of times. 
believe that the situation is being oversimplified by those who are 
proponents of using the helicopter in place of the airplane for local 
services. 

The helicopter has its predominent place in areas which cannot 
properly be served by an airplane and that means whether it be 
congested, large population centers in cities, or in the jungle, or what 
have you; but, wherever you carry an airport along with it—which is 
essentially what you do with the helicopter—taking all of the ma- 
chinery in the foreseeable future, I believe that it becomes more 
complicated. It is impossible to evade high operating costs. The 
only way you can overcome those is to operate in high density areas 
and provide a service that cannot be provided by any other means. 

Now, that is my opinion at this state of the art. It has been for 
quite a few years and I do not see any immediate change; anything 
to change my feeling immediately on that. I mean, perhaps, up to 
the next 10 years. 

Mr. Harris. Now, there are only three helicopter operations, that 
is, such as yours in the United States? 

Mr. Beuinn. That is correct. 

Mr. Harris. New York, Chicago, and Los Angeles. 

Mr. Beuinn. That is right. 

Mr. Harris. Yours is the only that has performed continuous 
service now for the last 6 or 7 years? 

Mr. Beinn. Our operation has been in continuous service for 
almost 8 years. 

Mr. Harris. Was there not some limitation placed on the operation 
of helicopter service either at New York or Chicago, by action of the 
Appropriations Committee? 

Mr. Betinn. I do not believe that there has been any limitation. 
There has been some question in the New York area as to whether 
the helicopter was competing with some of the established ground 
facilities. There has been some question I understand in the appro- 
priations as to how far the helicopter could compete, where they 
have highly developed service, such as they have in some places. I 
am not taking a position either way. That is the reason only from my 
understanding of it. 

Mr. Harris. Yes; that is true. ool of course, that primary service 
is being performed by the one in New York? 

Mr. Beinn. Yes. I am not familiar with any restrictions having 
been placed. I, of course, am just a little different. We feel, because 
we were originally sponsored completely and have been sponsored 
completely by the Post Office Department since the outset, so that 
we have not been so familiar with that. 

Mr. Harris. I think your situation is different. I understand you 
were granted a certificate to perform a service to the public by carrying 
not only the mail, but passengers too. Now I am wondering how 
you might overcome the possibility of getting involved with a real 
argument in connection with this matter when we have other such 
operations that apparently are not working out satisfactorily all the 
way around. That is the question that I am raising. 
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Mr. Be.inn. It has been suggested that two go arounds on the 
temporary basis should be a prerequisite to this second group of car- 
riers, and I do not mean to be speaking for the other two, but it has 
been suggested that may be an answer to that problem. 

In our own case 

Mr. Harris. I, for one, would like to see, if the matter could be 
developed during the course of the hearings, because I would have 
some reservations about trying to single out one type of operation 
that would come under the general category and then have it get 
kicked out. You would then be in bad shape sure enough. 

Mr. Beinn. Yes, sir. 

Mr. Harris. How much capital investment do you have? 

Mr. Betinn. $300,000—approximately $350,000 in cash. 

Mr. Harris. How many helicopters do you operate? 

Mr. Beinn. We have a total of 7; 4 large 7-passenger 55’s and 3 
of the next size, model 51. They are 4-passenger. 

Mr. Harris. Thank you very much. That is all. 

Mr. Kier. Mr. Chairman. 

The CuatrMan. Mr. Klein. 

Mr. Kuen. Did you say there were 3 companies similar to yours, 
or 3 areas in which this helicopter service is conducted? 

Mr. Betinn. There are 3 areas and 3 companies also. The New 
York Airways, the Helicopter Air Service of Chicago, and the Los 
Angeles Airways. They serve their respective areas. They are 
separate companies. 

Mr. Kuern. You are familiar with the operation in the New York 
area? 

Mr. Be.inn. I am reasonably familiar with it; yes, sir. 

Mr. Kern. As I understand it, there is a new service that they are 
operating now, carrying passengers from LaGuardia Airport to the 
Newark Airport and Idlewild and back and forth between the airports. 
Is that so? 

Mr. Beinn. That is correct. 

Mr. Kuern. That is the only passenger-carrying phase of their 
activities; is that correct? 

Mr. Be trnn. I believe recently they have added service to the 
outlying territory in the same fashion as we do. You see, we do not 
have a multiple-airport problem in Los Angeles. Everything is fun- 
neled through one airport. In New York you have a multiple-airport 
problem. 

Any passenger, and this includes express—which is a very, very 
serious problem—arriving at one airport, must be transported to 
another airport for the necessary connections. Otherwise it just dees 
not move. 

So they have an essentially different situation. It is differemt from 
what we have on the west coast. 

Mr. Kuern. People are picked up at one airport and taken to 
another airport? 

Mr. Beinn. Yes; they are picked up and transported to another 
airport, or to some other city on the perimeter. They have 4 tem- 
porary routes, and we have 3, and I understand that they have acti- 
vated 2 of them. 

And, in some cities they have been able to provide connecting 
passenger service in addition to the airports. 
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Mr. Kueun. Are they certificated such as you are, with a temporary 
certificate? 

Mr. Beuinn. They were given a 5-year certificate. Their first cer- 
tificate was 5 yearsin duration. And, it has quitesome time to run yet. 

Mr. Kern. One further question. Is haleoter service operated 
in any case by a major airline? 

Mr. Beutnn. Yes, sir; one operator. It is not in the United States. 
It is in Europe. 

Mr. Kuern. I mean in the United States. 

Mr. Beuinn. No, sir. 

Mr. Hinsuaw. I beg your pardon. There is that operation, which 
Mr. Baker has, N siiaeal Males: 

Mr. Heseiron. There is also the Mohawk Airlines out of New 
York City to certain points in New York State. 

Mr. Beinn. I am sorry. I misunderstood you. They are not 
interwoven directly as we understand it. Mr. Baker is using his 
operation more in the character of an extracurricular basis and I am 
not familiar with it, but I thought that Mohawk has suspended. I 
know they have a helicopter yet, but I was under the impression 
that the question was directed to whether some one airline was 
operating a service in the magnitude of ours. 

Mr. Hesevron. Mr. Chairman, will the gentleman yield? 

Mr. HinsHaw. Surely. 

Mr. Hesettron. Maybe this is not the situation, but my under- 
standing was, and this is the last information I had on it, that the 
Mohawk has quite a successful operation and they were anticipating 
being able to extend it. 

Mr. Bewinn. I have no reason to assume otherwise. 

Mr. Hesetron. In that connection, I was interested in the state- 
ment I understood you made. You say that you did not anticipate 
that the helicopter would be of any real value in the next 10 years in 
the terms of passenger service? 

Mr. Betinn. My meaning was simply this—and I assume the 
question was directed at the complete replacement, on all terms 
equivalent to that of an airplane, costwise, economically, and public 
acceptance and otherwise. There are a great number of hurdles to 
overcome, in my opinion, before that day can be here. 

We are concerned, for example, with whether, in that discussion, 
those specifications center around a helicopter suitable to use in heli- 
ports, or on airports. For example, if you limit that to the helicopter, 
using small heliports, 200 by 200 feet, such as we are using, located 
at the very edge of a city or even within a city itself, well, if you expand 
the size of that so that you can operate a 40-passenger helicopter, I 
think we would be ruled out of every city we serve. 

Now, if the thought is to just take a larger helicopter and use it as 
they do a DC-3, landing in the smaller airports, so that you would 
then compromise these other factors and then you would also take that 
machine and use it over a highly developed area where your traffic 
‘potential would justify te ne that is something else again. 

For the foreseeable future the cost is going to be quite high. 

Mr. Heseuton. Let me suggest one further factor. That is, of 
course, the Mohawk was licensed to operate to Boston or through 
Massachusetts and they had difficulties because of the mountainous 
character of certain communities, such as Pittsfield, Mass., in getting 
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a DC-3 in there. Consequently, what has happened is that they can- 
not serve that community. It is not geographically available, so far 
as the ability of the DC—3 to get in there and out of there is concerned. 
The helicopter may very well offer the only alternative. 

Mr. Beuinn. Yes, sir. 

Mr. Hesetron. Particularly in the East where the problem is to 
get people from each community into New York or Boston, or in 
order to catch trunkline planes. 

Mr. Beuinn. I agree with you wholeheartedly, sir, and I am very 
familiar with your territory, having helped set up the Northeast. 

The helicopter is the only flying device that is potentially described 
as a completely automatic flying machine. That is what we think of 
our flights.. But, it has not come to pass yet. I am trying to place 
emphasis on when. I think it can be done if you have time on your 
side and all of the money you need on your side and permanency of 
your certificate, and other things. 

My experience in this business has been that it takes a little longer 
than the beys out front sometimes allow themselves and I know of 
several helicopters in the design stage right now which are supposed 
to be the answer of all of these problems, and in my opinion they are 
not, We are going to have to have a helicopter designed, the specifica- 
tions and everything laid down by the commercial operators for their 
particular use, which, again, is going to require us to oe some longer 


lease on life than we have now. We cannot go to a manufacturer; 
in fact I have specifications here for a machine which we gaye to the 
manufacturers and we gave to the military 4 or 5 years ago, and they 


said, ‘‘How many do you. want?’ “Well,” my answer was, ‘Well, if 
I knew how long I was going to be-in business, I could tell you that I 
might need 25.” 

But, that would require $10 million or $15 million, which I cannot 
possibly attract. I know I could make use of them ultimately in this 
area, but I could not attract the kind of capital needed. 

Mr. Hesetron. One further question. What is the average speed 
of the helicopter and the DC-3? 

Mr. Bewinn. Well, the 55’s that we are flying, I believe—— 

Mr. Hesetton. I did not catch that. 

Mr. Betinn. Our 55’s fly about 90 knots. That is equivalent to— 
= use about 90 knots—that is equivalent to about 97 or 98 miles an 
10ur. 

As I understand it, the DC-3 will go somewhere around 150. 

Mr. Heseiton. How much? 

Mr. Beinn. I believe around 150. It has been so long ago since 
I flew one, or had much to do with it I am a little rusty on it. But, 
it is in that area. 

Mr. Hese.tton. That is all, Mr. Chairman. 

The Cuarrman. Any further questions? 

Mr. Wiuttams. Mr. Chairman. 

The Cuarrman. Mr. Williams. 

Mr. Wiuurams. Mr. Belinn, I have the greatest sympathy for the 
cause that you have presented here, and I have only one question. 

Your operation appears to me to be completely intrastate. You 
do not go outside the State of California and so far as I can tell, not 
outside the Los Angeles area. 

What is there about your operation that gives the Federal Govern- 
ment jurisdiction over it? 
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Mr. Bewinn. Our operations are completely interstate. All of 
our traffic is connecting traffic with interstate commerce and has 
been so ruled by the Civil Aeronautics Board. In fact, it was so 
ruled by the Supreme Court here not so long ago. There is no question 
about it. For example, we ticket from Tang: Donsh to Paris, directly, 
over the Los Angeles Airways, TWA, or American, to points in Europe. 
That is not only interstate, but it is international traffic. 

Mr. Wiuuiams. The Supreme Court has already ruled on that? 

Mr. Be.inn. It ruled on a similar issue quite some time back, as 
Irecall. ITamnotalawyer. This is what really constitutes interstate 
traffic and it is certainly interstate traffic when it originates say in 
California and goes to New York and other places. It is considered 
interstate. So, we are an interstate carrier. There is not any ques- 
tion about it. 

Mr. Wiuuiams. I might have some doubt as to whether it should be 
considered as interstate. I do not say that it is not. City bus lines 
quite often take people to the airports and to trains, and as I under- 
stand the Federal Government takes no jurisdiction over them. 

And, so far as I know, the shortline railroads operate intrastate 
and are not under ICC jurisdiction. 

Mr. Beinn. We file our tariffs with the Federal Government. 
They have assumed full jurisdiction and we also file other tariffs with 
our State government as an intrastate carrier. 

Mr. Sprinecer. Will the gentleman yield? 

Mr. Wiuuiams. Yes. 

Mr. Sprincer. I think in this case they are engaged partly in 
interstate commerce when they issue a complete ticket from, we will 
say, Long Beach to New York. And, that is what you do. 

Mr. Beinn. Yes. 

Mr. Sprincer. Then, that becomes interstate commerce. 

Now, if you issue one ticket from Long Beach to Los Angeles and 
they never enter into interstate commerce, that would not be con- 
sidered interstate commerce, but they are engaged in interstate 
commerce by any action involving interstate commerce. 

Mr. Betinn. That is quite correct. 

Mr. Kuen. Will the gentleman yield? 

Mr. WiuuiaMs. Yes. 

Mr. Kuen. I think that the Supreme Court has gone pretty far—I 
read a case where an elevator operator was held to be engaged in 
interstate commerce, when all that he did was to run his elevator, 
obviously, in that one place. Yet, the Supreme Court held that 
he was subject to one of the Federal laws, because the freight that 
was carried in that elevator went into interstate commerce. So, 
under that line of reasoning, this would be a factor. Therefore, not 
only would they be interested in it, but they would be required to 
come under it. 

Mr. HinsHuaw. Will the gentleman yield at that point? 

Mr. Wiurams. Yes. 

Mr, Hinsuaw. There are intrastate carriers governed solely by 
local public utility commissions as to rates, which, nevertheless, in 
flying are subject to the regulations of the Civil Aeronautics Board. 

Mr. Harris. That is the point. 

Mr. Wi.u1aMs. I am not trying to argue the point. I just wanted 
to raise the question for informational purposes. 
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The Cuarrman. Are there any further questions? If not, we 
thank you, Mr. Belinn. 

Mr. Beuinn. Thank you very much, Mr. Chairman. 

(The part of Mr. Belinn’s statement not read above is as follows:) 


Virtually, from the time our company commenced operation, we have been on 
a formal as well as informal basis, a. virtual headquarters for the development 
and dissemination of basic technical knowledge in the art of rotary wing opera- 
tion, maintenance, engineering, and related types of vital data. Many thousands 
of people have ridden our routes and exchanged down-to-earth information with 
our pilots, engineers, technicians, and management. Through this unfettered 
exchange of information without redtape, we are positive that the cost to the 
Government of our operation, and perhaps even the others, has been completely 
paid back, if based alone on the increased utility and safety of operation in the 
rotary field by the military alone. 

We have many, many examples where their utility has been doubled and tripled 
by adopting methods of commercial users directly; and, of course, of even greater 
significance is the fact that the producers and manufacturers have had repre- 
sentatives permanently stationed at the operations headquarters for the prime 
purpose of assembling and transmitting on-the-spot relevant information to their 
home offices. I have also compiled a list of some of the more important con- 
tributions which have been funneled through these channels (LA No. 4). 

In addition to this, our own company has carried out several primary research 
and developmental projects which were calculated to meet our own particular 
needs, but which in the meantime were picked up by the military and other 
civilian operators with a great deal of enthusiasm and evident purposefulness. 
For example, we were the first to receive authorization from the Civil Aeronautics 
Administration for instrument operation of helicopters. This meant a very 
considerable amount of research and design work without the benefit of assistance 
or criteria from any quarter. We have documented this; and, of course, the 
results have become available to everyone. We consider this a very important 
milestone. 

Another item of great importance was our research and development work in 
night flying by helicopter. We developed ways and means which are now accepted 
as industry standards and which resulted in great financial savings to everyone. 
We understand that some of the details of this, too, have been adopted by the 
military. I refer particularly to the use of ‘‘scotchlite’’ reflector material in lieu 
of helicopter boundary lighting, as well as the successful use of railroad: fuses as 
a device for pinpoint navigation in congested areas at night. This, of course, is 
only a part of the story. 

Another item of great consequence was our development and the pioneering 
of operating helicopters from rooftops. We have, from the very beginning over 
a night and day period, operated from the rooftop of the Los Angeles post office. 
This is a high-speed shuttle service which moves the mail between facility and 
airport with about the same amount of speed that it can be made available by 
the mail clerks and handled on the other end by the airlines. It affords direct 
connections to many airlines by means of field transfer by which we eliminate 
the intermediate handling and resultant delays. This saving in manpower alone 
is a very important factor in helicopter service and one which we feel should be 
given more credit than has been. I mean simply that it is difficult for large postal 
centers to avoid peaks in manpower requirements. We are told that in many 
instances, there is an excess of personnel at some hours because the mail does not 
flow as evenly as they would like it. We understand that because of the fact 
that the helicopter moves the mail at an earlier period, they can smooth out their 
peaks and, so to say, fill in the valleys at the same time. This either results in 
avoiding overtime or permits a lower labor budget. 

An additional item of great importance is an invention which was conceived 
in our company and which is now being taken over completely by the Navy. 
This is known as the ‘“R.OR”’ means of supplementing thrust at the tips of the 
rotoreraft blades (LA. No. 5). This is a most phenomenal gadget and places 
the rocket principle in a very ad: antageous posture. We believe it will do more 
to advance the utility of helicopters in commercial as well as military fields than 
any other approach. This is primarily because it provides a supplemental source 
of power when needed without all of the complications of adding one or more 
engines or driving units to the machine. 

One more important item has been the activity of our company in training of 
military personnel. At the outbreak of hostilities in Korea, we made two signi- 
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ficant contributions to the use of helicopters in that area. The first was the 
training of instructors for what was termed as advanced technicians in operation 
of helicopters under extreme conditions. We are told that these officers did a 
most creditable job in passing this on to other helicopter pilots as well as them- 
selves, particularly in several highly classified but most important missions. The 
second element of this program was the broad dissemination of the training pro- 
gram in syllabus form to the Air Force, Marine Corps, and Navy without cost 
to them. I also have copies of this program available (LA. No. 6). 

In concluding the highlights in relation to our military and national defense 
contributions, I would like to emphasize that it is most difficult for a small com- 
pany, such as ours, to receive the proper credit for this type of contribution and 
cooperation, but I believe the past results, and perhaps with even greater emphasis 
on the potential results of this type of activity would be placed in good perspective 
if we may attach—and I believe we should—to a statement I recently read in a 
military journal. This journal is published by the safety department at Norton 
Air Force Base by the Air Force. 

A recent issue featured the employment of helicopters by the military and 
particularly by the Air Force and among other factual observations contained 
therein was one which had particular appeal to us in commercial avaiation, the 
effect of which was to call to the attention of all the pilots and operating personnel 
in the military operation that despite the fact that the helicopter has gained an 
enviable reputation as a rescue device, that its operation should not be regarded 
as a casual matter, and that it was highest on the list of accidents in the military 
statistics. This, of course, emphasized the need for improved techniques in the 
operation and maintenance. e believe this to be so, but at the same time feel 
that this points to the good record and accomplishments of commercial operators 
which have been almost without exception accident free. For example, the 
concerns operating in Chicago and New York have been completely devoid from 
major accidents; and, while our own company has not been this fortunate, the 
accidents have been very limited by taking into account the greater amount of 
flying we have done. We are particularly proud that to date we have never 
damaged any equipment in ground or landing operations during which time we 
have made approximately 50,000 landings under every conceivable weather 
condition in day and night operation, utilizing unlighted heliports of approxi- 
mately 200 feet square, and most important of all, under conditions of very heavy 
loads and variables of all types. . 

There can be no question that the certified helicopter operators have com- 
aged justified their place in the commercial aviation pattern in all respects. 

o the best of my knowledge, no one has ever seriously asserted otherwise. 
Moreover, tc the best of my knowledge, no one questions their place in the future. 
In fact, we all feel that we have left behind us the speculative or wide-open risk 
period and that the future should be assuredly sound. By this I mean that the 
certificated metropolitan helicopter operators have earned an indispensable place 
in the transportation of cargo and mail over the past 7 years; and, presently, 
we are in the phase of pioneering the carrying of passengers on an interurban, 
short-haul basis. I am sure that too will be full of heartaches and hard work, 
but in the end will justify the effort. Finally, as a long-range matter, these 
same operations will take their place as the most effective and cheapest civil- 
defense standby which has ever been conceived and created. 

My principle concern before this committee is that despite all these undisputed 
and recognized facts, for all practical purposes there is a distinction between 
helicopters and fixed wing operators insofar as treatment of their future is con- 
cerned. It is my understanding that the Civil Aeronautics Board has raised 
the question as to whether we would be entitled the same permanent certifica- 
tion as the 14 carriers would have received as a result of their reports made by 
the Conference of Local Airlines. 

By being virtually classed as an orphan group, the pioneering stockholders 
and employees who have conceived and developed this industry without the 
benefit of profit in any case, the question has arisen as to whether or not all fixed 
wing local airlines are good and all helicopter airlines are bad. If this is the 
case, what is it premised on, and where do we go from here? This becomes a 
very severe situation when you realize that perhaps more risk dollars are involved 
in the three helicopter operations than in all the local airlines combined. Stated 
differently—and I believe I can say this without fair contradiction—that the 
majority of the local airlines were able to purchase depreciated war surplus air- 
craft on an extremely favorable basis. In addition to this, in many cases, the 
cash itself was residue of wartime training contracts of one sort or another which 
had been predicated on Government advance or debt capital. Also, most of 
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the other facilities were in being, such as airports, hangars, and other hardware, 
In referring to. these favorable factors, I do not in any way deplore that they 
found themselves able to take advantage of these benefits even though some of 
them could be viewed as a collateral subsidy. 

Now, on the other hand, the helicopter operators entered business on a flimsy 
temporary certificate * * * our own was of 3 years duration and without any 
prior concept of the art or any criteria upon which to fall back. It was necessary 
to raise large amounts of pure risk capital. In our own case, we put a quarter of 
a million dollars in the bank, which was used entirely to pay for our capital plant 
in the form of new aircraft and specialized machinery at very substantial prices. 
In addition, it was necessary to convince the banks that we were sufficiently 
stable as a borrower of working capital to justify their very tight borrowing 
pores. On top of this, we had no assurance whether it would be possible to 

eep the aircraft in the air with sufficient regularity so that our sole source of 
revenue, the Post Office Department, would retain the schedules. In my own 
operation, there have been many days when none of our aircraft were flyable 
because of mechanical troubles which had never come to the surface before, even 
though the military had given them, at least theoretically, a very considerable 
amount of testing. 

This has been most disconcerting of itself; but, in addition, to the best of my 
knowledge, no stockholder has ever received any dividend or any return on his 
investment (the total invested capital, I believe, in the 3 existing operations exceeds 
$3 million). In my own company some stockholders have had this capital tied 
up for almost 10 years, during which we have had a strong and rising national 
economy and one in which, without question, this capital could have been put to 
very much better use. 

In order to be specific, I believe the record should contain precisely what the 
earnings of Los Angeles Airways have been since we commenced operation, as 
referred to in the following table: 






















Per mail rate 
May 1944 through December 1950___________-_- a a a. $18, 283. 02 














January 1951 through Apr. 10, 1952. _..._..._.---.--------- _... 1 46, 605. 71 
Apr. 11, 1952 through Sept. 30, 1953_..--.-...........----..-.-- 37, 204. 54 
October 1953 through June 890, 1054... =. - >. =< 5-2-2 22-222- 32, 893. 22 

134, 986. 49 





1 Includes insurance recovery on equipment losses. 







After our original 3-year certification expired, we appeared before the Civil 
Aeronautics Board at our own expense in an application for the renewal of our 
certificate. A very great portion of these types of costs pertaining to the original 
and subsequent renewal certifications are “arbitrarily disallowed” for rate-making 
purposes, the theory being that they should be borne by the stockholders. This 
theory is fine providing the stockholders are receiving earnings; but, certainly, it 
is difficult to retain the stockholder’s enthusiasm when he is placed in the position 
of receiving no earnings and then having to pay for something which is strictly a 

ioneering job and which becomes public domain at large if it is successful and if 
it is not successful, he holds the bag. 

Under these conditions, it would appear that the helicopter operators should be 
entitled to at least the same treatment as are the fixed wing carriers. I can and 
would be glad to cite many other collateral and very disconcerting effects of being 
placed in a distinct category, comparably speaking, certainly not the least of 
which would be the relative position of the metropolitan helicoper operator with 
the local air carrier within the same area. If one has an advantage of permanency 
in his certificate over the other (and it doesn’t matter which way), then I can see 
a situation where the one without the benefit of permanency would be vulnerable 
toward absorption by the other, to say nothing of dominance in the field of public 
wanes public relations, sales promotion, and many other grassroot day-to-day 
realities. 

To the best of my knowledge, the helicopter operators bave not proposed that 
they be made permanent, and as I understand it, there are a number of reasons 
for this (and again I do not imply that I speak for the group). But, speaking 
strictly from the viewpoint of my own company, I am certain that we have justified 
every consideration which would be applicable upon the local or temporary airline 
effort as a whole. Moreover, there is a serious question in my mind whether or 
not I can properly recommend to my stockholders that we should entertain 
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considering any future temporary lease on life. I believe we have served our 
purpose. We have gone through one 3-year temporary certification and are 
about to conclude an additional 5-year period. Our certificate expires in 1956. 
Before we move into the third stage of our enterprise, it will be necessary for us 
to make long-range plans and committments as to aircraft, ground facilities, and 
organization, including capital. These acts will be simply normal business 
approach to a fantastically complicated problem, one which deserves high level 
treatment and which I cannot at this time properly present to those who are 
behind me if I am facing built-in legislative disadvantages—implied or otherwise. 


(The following letter was later received from Mr. Belinn:) 


Los ANGELES Arrways, INc., 
Los Angeles, Calif., March 2, 1955. 
The Honorable J. Percy Prisst, 
House of Representatives, Washington, D. C. 


My Dear Mr. Priest: Enclosed herewith is a table reflecting the figures 
which you requested for the record. These are comparative subsidy statistics 
which, of course, tell only a part of the story. 

Actually, the cost and subsidy figures covering pallonphes operations include 
all the costs in the form of subsidy or otherwise; whereas, the local airline figures— 
to the best of my knowledge—do not reflect any other costs, such as airway aids, 
Federal airport aids, etc. I mention this not in any sense of discourtesy or criti- 
cism, but merely in an effort to keep the records straight. 

I appreciate most sincerely the courtesy you accorded me in appearing before 
your committee the other day, and I realize fully the complexity of your position 
in regard to this legislation. On the other hand, I sincerely hope that whatever 
legislation is finally adopted and becomes law, that it will not be necessary to 
single out the helicopter element of the industry to the extent where our pioneering 
efforts become even more difficult than they are now. 

Sincerely yours, 
C. M. BE.inn, 
President. 


Analysis 
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Los Angeles Airways 
Subsidy versus gross revenues (1954 actual) 
Subsidy versus gross revenues (1¢55 estimate) 


338 
252 


Source. Service mail pay and subsidy report, Civil Aeronautics Board, February 1955. 


The CHarrMan. Is Mr. Snow present? 
Mr. Snow. Yes, Mr. Chairman. 
The CuarrMan. Mr. Snow has also to prem before the Senate: 


committee. We are doing our best, even though it seems that we 
are running behind, to try to accommodate everybody. 

Mr. Crocker Snow, is director of aeronautics, State of Massachu- 
setts. I believe that is correct. 

Mr. Snow. Yes, sir. 
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The CuarrMan. We will be glad to have your statement at this 
time, Mr. Snow. 

We are sorry we could not get to you a little sooner, but we hope 
that you can still make it to the Senate committee all right. 


STATEMENT OF CROCKER SNOW, DIRECTOR OF AERONAUTICS 
FOR THE COMMONWEALTH OF MASSACHUSETTS, BOSTON, 
MASS. 


Mr. Snow. My name is Crocker Snow, I am director of aeronautics 
for the Commonwealth of Massachusetts, and I represent the National 
Association of State Aviation Officials here today. That is an associa- 
tion consisting of the aviation departments of 43 States and 3 
Territories. 

One of the many responsibilities of State aviation departments is to 
encourage the development of air transportation. Since the local air- 
line companies provide the only scheduled passenger and mail service 
for a large percentage of the people and communities of our States; 
we are naturally greatly concerned with their present health and future 
prospects. 

We also, either directly or through State financial aid, or technical 
supervision, are responsible for the establishment and improvement of 
a lot of the airports used by local airlines. Many States are, in addi- 
tion, installing and operating radio navigational aids to supplement 
the Federal airways system which Mr. Rodgers pointed out is confined 
largely to the trunkline airways. 

And, one more thing, we are extremely interested in the feeder 
companies and subsidies involved in this whole local service picture, 
because in the last analysis the money paid for these companies comes 
from our taxpayers and our interests in the States. 

Now, we have come to the conclusion that the local, or feeder airline 
experiment which was properly started as such something over 10 years 
ago, has proven itself to be a worthwhile and necessary part of the 
whole air transportation picture, and that it has earned the right to as 
much permanence as any other part thereof. Now, after all, trade and 
industry in a city that is reached only by a local carrier—and there are 
264 such cities in the country—these industries are just as dependent 
upon air service as are the industries in our country’s metropolitan 
cities. 

Now, there is one thing that I am sure has been touched upon before, 
but you gentlemen all know local service carriers are, all of them, 
substantially, operating airplanes that were designed and_ built 
many years ago. These airplanes are good airplanes, but they are not 
very efficient by today’s standard and they are not well adapted to the 
relatively small, single-runway airports that are most appropriate, 
financially and otherwise, to most of our communities. Congressman 
Heselton developed that point about one of his cities. 

Now, unfortunately there are not any better airplanes available 
than the ones they are using today and we believe the reason is that 
no comptent manufacturer in this country has been sure enough of 
the future market to spend the money necessary to develop the sort 
of airplane that would be properly adapted to this kind of service and 
naturally the local airline groups, the most logical customers, cannot 
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commit themselves because of their legal evanescence. You have 
heard several of them testify as to manufacturers who might like to 
design such an airplane. 

Now, I want to make it perfectly plain that we are not satisfied 
with the present local service, route structure, or the trunk routes, for 
that matter. We do not think it is erfect, nor do we think that the 
trunk structure is perfect and we do not believe in any legislation 
that would freeze it. 

We do believe, however, that it is in the public interest to enact 
legislation which will do four things: Which (1) will enable the local 
service carriers to forget about their statutory existence and get on 
with their business that will enable them; (2) to raise what capital 
they need and can justify on a long-term basis; (3) to make long- 
range plans in conjunction with the States and their communities, 
for airports and other facilities; and (4) to encourage the design and 
manufacture of an up-to-date short-haul airplane. 

Now, gentlemen, when I came down to Washington I did not know 
about these hearings. I had prepared myself somewhat for the Sen- 
ate hearings and this morning I looked over the two bills here. I 
believe there are two bills under consideration. I do not believe that 
either of them does exactly what we in the States think would be 
most appropriate. 

There is a Senate bill, S. 651, I believe, which has a provision which 
says in effect that the local carriers shall be permanently certificated, 
but that the Civil Aeronautics Board may make intermediate stops 
that have not proven themselves yet; may place those on a temporary 
basis. They certify a carrier sreanaiaaell , but some stops tem- 
pee We think that is a good principle. But, we go a little 

urther 

The Senate bill says with respect to such intermediate stops, I 
believe—now, we think that word “intermediate” should be stricken. 
We do not see that it makes any difference whether a city is in the 
middle or at the end of the line. The point is the traffic generated. 
We think the local structure might be changed, and we recommend to 
you gentlemen that there be a proviso which permits temporary 
sertific ‘ation of any points which have not proven themselves. 

The CuHarrMAaN. Are there any questions? 

Mr. Hesexton. | regret that I had to leave the room while you were 
testifying. 

I want to say for the record that Mr. Snow is recognized not only in 
Massachusetts, but throughout New England, as one of our outstand- 
ing pioneers in the field of air transportation. He has made a very 
real contribution to the overall national picture. I am delighted to 
see him here. 

Mr. Snow. Thank you. 

The CuarrMAN. The Chair desires to state that he shares in that 
high opinion of the gentleman from Massachusetts with reference to 
Mr. Snow. We do appreciate — appearance here this morning. 
We recognize your interest, which has been a continuing interest over 
the years in air transportation. 

r. Snow. Thank you, Mr. Chairman. 

Mr. Hayworrts. Mr. Chairman. 

The CuarrMan. Mr. Hayworth. 
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Mr. Haywortu. I was very much interested in the last couple of 
sentences which you used. You said in those that you thought there 
should be provision for temporary certification. Under what con- 
ditions do you think that temporary certification should be made 
permanent and, according to what standards? 

Mr. Snow. Our feeling is that a point on an air route when it has 
reached the state of supporting itself—in other words, the traffic 
generated by any point at least pays the direct cost to the airline and 
the Government of operating to that point—when that condition has 
been reached then it has proven itself and should be continued. 

Mr. Haywortu. You were referring to a point, and a stop, not the 
entire line? 

Mr. Snow. That is correct, sir. We recommend the permanent 
certification of a carrier, but we do not believe that the route structure 
should be frozen. We have found from our experience many places 
even in the trunk airline Poe where points have been made stops 
by the Board as a result of overenthusiasm on the part of the chamber 
of commerce or something else, and they got the service. 

Now, once a place is permanently certificated, a town or a city, it 
becomes extremely difficult, no matter how poor the traffic is there, 
to take it off the line. The community has a vested interest in the 
service. 

Mr. Haywortu. Now, suppose a company in another part of the 
Nation were to want to start business, do you think it should be 
given a certificate immediately upon application or should it be given 
a temporary certificate? 

r. Snow. You mean a company not now in existence? 

Mr. Haywortu. Yes. 

Mr. Snow. I would say that that would depend entirely upon the 
situation and it would be a very unusual case, in my opinion, when a 
new company would justify a permanent certificate. I think it would 
be very unusual. There might be some new type of conveyance, a 
new plane, or something of that sort where somebody had a good 
enough idea that he could demonstrate it, but I do not think with 
7 a type of service that is the situation. 

Haywortu. Then you agree that there should be some kind 


of a temporary B soca to operate? 


Mr. Snow. There should be that provision in the law; yes, sir. 

Mr. Haywortu. That is all. 

The CuarrMan. Any further questions? 

Mr. Hesetton. Mr. Chairman. 

The CuHatrMan. Mr. Heselton. 

Mr. Hesetron. In connection with the gentleman’s testimony, 
somebody has handed me a record of the hearings of 1954, and I find 
this paragraph in the statement of one of the witnesses: 

On June 7, 1954, Mohawk placed in scheduled service an eight-passenger trans- 
port helicopter, the first helicopter in scheduled intercity service between regularly 
certificated points in the United States. Mohawk made this substantial invest- 
ment without recourse to mail-pay support because of its confidence in the future 
of local air service and of our company in particular. 

Now, do you know whether Mohawk is still operating that line? 

Mr. Snow. They are not operati They suspended operations 
at the end of the summer season. "hey were operating between the 
New York airports and Tulley. If it is of interest to you, sir, the 
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experiment was worthwhile, but they found out, they were operating 
to the Newark Airport and not in-town New York. And, they found 
that the time saving was such that it was not justified, because you 
could drive to the airport almost as quickly as you could drive out to 
the Newark Airport and take the helicopter and go up there. 

Mr. Hate. It is not in operation? 

Mr. Snow. No, sir. They own the helicopter still, but they are 
not operating it. 

Mr. Heseiton. That is all. 

Mr. HinsHaw. I was interested in your statement as to your belief 
that these routes should not be frozen and that intermediate or 
extended flights to other cities should be. Would you intend that 
that be done exclusively by the Civil Aeronautics Board, or do you 
believe that the management of the airline should use its own judg- 
ment and put through a proceeding, through the Civil Aeronautics 
Board, for authority to include this other stop, as is customary? 

Mr. Snow. We believe that the airline management should have 
the greatest—if I understand your question—the greatest possible 
flexibility in developing traffic and specifying stops and so forth, 
because proceedings before the Board are necessarily very slow; very 
cumbersome. Traffic conditions change rather quickly with the 
seasons, and other things that happen and we believe the most effi- 
cient operation is the most flexible one. I am not sure that is your 
question, sir. 

Mr. Hinsuaw. Well, I merely brought the subject up because you 
did in your statement that these scheduled stops should not be frozen 
at the present time. 

Mr. Snow. No. I merely said that all of them should not be. 
This bill—both of these bills—as I interpret them would freeze every 
point that is now being served by local carriers. 

Well, it is our feeling that in 2 or 3 or 5 years some of those 
points will become better and others will become worse. Some of 
them will never justify the expense of serving them, and it is our 
feeling that any that are not now supporting themselves that the Board 
should be able to make those temporary and then if they get enough 
business to justify their continuance, continue them. 

Mr. Hinsuaw. My understanding, and I am sure that it is Mr, 
Williams’ understanding, is that this merely gives “grandfather’’ 
rights to a permanent certificate. The question of stops is not 
involved. 

Mr. Wiis. I think the CAB already has.that authority. 

Mr. Hinsuaw. | think so. 

Mr. Snow. They have a cumbersome authority and I know—I have 
not been to their hearings—but they are aware of the problem. The 
Senate bill has a proviso which we think is good, but we go a little 
bit further. 

Mr. WiuuiaMs. It might be desirable, but is it absolutely necessary? 

Mr. Snow. We think it ought to be done. We have no ax to grind. 
We do not run any airline. We represent the communities. We do 
not represent any particular community in our State. So, I think we 
are rather impartial. 

Our feeling is that it would be in the best interest of both the Govern- 
ment and the communities themselves. 

The CHarrMan. Are there any further questions? 
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Thank you very much, Mr. Snow. 

The CHarrMan. The Chair will make some inquiries. We have 
four more witnesses listed. We cannot meet this afternoon and we 
have a session tomorrow morning. We expect to hear the CAB and 
know that there will be quite a number of questions growing out of 
that session. 

The Chair has here the names of Mr. William C. Burt, counsel for 
Bonanza Air Lines; Mr. Keith Kahle, president, Central Air Lines, 
Mr. Gwin Hicks, assistant to president, Lake Central Airlines, and 
Mr. D. O. Hafner. 

Are all of those gentlemen present? 

(It was announced that Mr. Hicks was not present.) 

The CuHarrMan.: In other words, we may sit a little longer if that 
will accommodate you gentlemen. You can make brief statements 
and have your complete statements included in the record. It will 
help all of the way around, if we can do that. 


STATEMENT OF WILLIAM C. BURT, COUNSEL FOR BONANZA AIR 
LINES, INC. 


Mr. Burt. I can complete my statement in 5 minutes, Mr. Chair- 
man. 

The Cuarrman. Mr. Burt, we will hear you. 

Mr. Burt. Mr. Chairman, I am William C. Burt. I am counsel 
for Bonanza Air Lines. 

Mr. Converse, the president of the Bonanza Air Lines wishes me 
to express his regrets to the committee. He is putting a new route 
into operation and that problem prevents his being here. 

He asked me to do the next best thing, insert his full statement in 
the record, which he has prepared. 

The CHaArrRMAN. Permission is granted to insert it in the record. 

Mr. Burt. Thank you, sir. 

I think there are only two things that I want to emphasize on 
Bonanza’s operations. 

One is the kind of essential service that Bonanza produces for the 
communities it serves and the second is the kind of operating record 
that it has in serving those communities. 

Bonanza operates a route between Reno, and Las Vegas, and then 
south to Phoenix, and then over to San Diego, and up to Los Angeles, 
and this has some of the characteristics which I think reflect on the 
measure before you. 

In the first place, Bonanza serves isolated communities pretty well. 
These communities, many of them, are completely dependent on air 
transportation. Other facilities are not available and if they do not 
service of a feeder character, they do not have air transportation. 

In the second place, there are lots of defense establishments in 
Bonanza’s territory. You are all familiar with that. 

At Las Vegas and Phoenix, and San Diego, Los Angeles, and there 
are three important ones that are served exclusively by Bonanza: 
El Centro, Yuma, and at Hawthorne. 

So, Bonanza is providing a service to isolated communities many 
of which are defense establishments. 

Now, we have been in operation about 4 years and in that 4-year 
period we think we have had a pretty good record. The requirements 
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of our service have just about doubled. We are serving twice as 
many route miles, and twice as many cities. We fly twice as many 
plane miles, and this increase in service has brought the benefits of 
air transportation to increasingly large numbers of people in our 
territory. 

Our revenue-passenger miles has increased between 1950 and 1954 
from 4,600,000 revenue-passenger miles to 17,400,000 revenue- 
passenger miles, an increase of about 400 percent; and our mail, 
express and freight went up about 500 percent. 

his increase in traffic demonstrates to us that if service is pro- 
vided to these isolated communities they will use it and, as the public 
use of this service has increased, our operations have improved, and 
our subsidy has gone down. 

Our load factor has roughly doubled and reached 49 percent in 1954. 

This year we are running about 15 load factor points above last 
year. We reached 56 percent in January and 63 percent in the first 
half of February. This increased acceptance of our service has 
meant that the subsidy has been reduced and the subsidy that 
Bonanza received has decreased from about 11% cents per revenue 
passenger mile in 1950 to 4.89 cents per revenue passenger mile or a 
little less than half in 1954. 

This is substantial progress. But, it would have been more sub- 
stantial if we had been permanently certificated. The communities 
we served could have relied on our service and could have used that 
service to attract new business, to maintain closer contact with their 
markets, and their sources of supply and entire situation would have 
been improved. Not only would it have improved our financin 
condition, but the stability of our employees and we would have ha 
less employee turnover, because the management could have con- 
centrated its efforts on building traffic and cutting its costs, rather 
than depending upon our temporary certificates. 

This record, with our service doubled and our airmail subsidy cut in 
half, we thought provided good candidates for a permanent certificate. 
We went into a proceeding and on January 15, 1955, the Board issued 
an opinion. They gave us a route extension until December 31, 
1957. That is a period of about 2 years and 9 months from the 
effective date of the order, March 26, 1955. 

We think that indicates that legislation is necessary, because the 
Board having before it a record of service in an essential territory by 
a carrier whose traffic has increased 400 percent, whose subsidy has 
been cut in half, gave us a 2-year and 9-months extension, and they 
did not even mention in the opinion why they limited us to 2 years 
and 9 months, and so we ask that this legislation be passed. 

If it is passed, we think we can improve our service and reduce our 
subsidy. 

The CHarrMAN. Any questions? 

Mr. Hesetron. I think that there is one point that I would like 
to have noted in the record. In the formal statement of Mr. Converse 
he says this: 

I would like to say that we of Bonanza do not shudder at the mention of the 
term “subsidy” as many would have us do. It is given to Bonanza for the 
direct benefit of some 4 million people to whom Bonanza’s local air service is made 


available. That subsidy is responsive to the need for that type of service and it 
is channeled almost entirely toward the provision of that type of service by 
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Bonanza. It is a subsidy designed to satisfy a great public need that could not 
otherwise be satisfied. Bonanza is merely the medium through which these 
moneys are funneled. 


Then he makes the further statement on page 7: 


I feel I speak for all 14 local service airlines when I state to this committee that 
not one of us wants to be on a subsidy. There is not one of us that does not 
pray for the day to come when his airline is on a self-sufficient basis, 


You have made a very excellent statement; a very impressive 
statement; but I hope you will keep on emphasizing that latter part, 
that suggestion that you want to get off of subsidy. 

Mr. ars May I say two things, Mr. Chairman? 

We would be shuddering if that subsidy were going up. The fact 
that it is going down, decreasing, decreases our shudder and we think 
that with a permanent service certificate, we can get that subsidy 
down further, because there are a lot of costs in connection with this. 
For about 2 years we are preparing for an application for renewal of 
our certificate. We are working on a renewal case rather than getting 
out and developing the business of the line. 

Mr. Hesetton. I think that you will find that the committee is 
very sympathetic to that point of view. 

he CuarrMan. May the Chair announce that the bells have rung? 

Mr. HinsHaw. I heard them and I want to ask this question. Did 
I understand you correctly that you said that your load factors were 
running around 65 percent? 

Mr. Burt. 63 percent for the first 15 days of February and in 
January it was 56 percent. 

Mr. Hinsuaw. That is comparable, is it not, to the record of the 
best trunkline carriers? 

Mr. Burt. Yes, sir; it is a very good load factor. It is excellent. 

I think that the February load factor probably is abnormally high, 
because of the atomic-energy tests. But, we are running 10 or 15 
points above last year. 

The Cuarrman. Any further questions, gentlemen? If not, we 
thank you, Mr. Burt. 

(The statement of Mr. Edmund Converse above referred to is as 
follows: ) 


STATEMENT OF EpMUND CONVERSE, PrREsIDENT, Bonanza AiR Lines, INc. 


I am Edmund Converse, president of Bonanza Air Lines, Inc. At the outset 
I want to take this opportunity to extend my sincere gratitude and appreciation 
to the chairman and to the committee for this opportunity to appear in behalf of 
Bonanza Air Lines and as a representative of the local service airline industry on 
behalf of permanent. certification legislation. All of us appreciate the great 
interest and leadership which this committee has demonstrated by setting this 
down for public hearings, study, and consideration. 

Bonanza is one of America’s 14 certified local service air carriers. It operates 
scheduled mail, passenger, freight, and express services over some 1,200 route 
miles in the States of Nevada, California, and Arizona., Its present route extends 
from Reno, Nev., south through Las Vegas to Phoenix, Ariz., and thence west to 
San Diego and north to Los Angeles. 

Between these 5 named cities Bonanza serves 11 other intermediate communities 
which are Carson City, Hawthorne, and Tonopah, Nev.; Death Valley, Calif.; 
Kingman, Prescott, Ajo, and Yuma, Ariz.; Blythe, El Centro, and Santa Ana/La- 
guna Beach, Calif. 

Historically, Bonanza Air Lines was incorporated in the State of Nevada in 
1945. After several months of charter and training school operations the company 
commenced scheduled intrastate service between Reno and Las Vegas under a 
certificate issued by the Nevada State Public Service Commission. These 2 
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cities, some 450 road miles apart and having no rail connection, comprise two- 
thirds of the population of the State. Operations were started with 1 leased 
converted DC-—3 airplane and 17 employees. 

In 1947, the company applied to the Civil Aeronautics Board for a certificate of 
convenience and necessity. During the processing of its application the airline 
continued its operations, and picked up the intermediate stops of Tonopah and 
Hawthorne, Nev. 

In November of 1949, Bonanza was awarded its certificate by the CAB authoriz- 
ing scheduled interstate air transportation service between Reno, Las Vegas, and 
Phoenix via various intermediate cities. Bonanza’s certificate was later amended 
to extend this route into Los Angeles from Phoenix via Ajo, Blythe, Yuma, 
El Centro, San Diego, Oceanside, and Santa Ana/Laguna Beach. Within 30 days 
air-carrier operations were commenced over the entire route. 

Bonanza soon found that the 648-mile route which it was awarded in 1949 was 
too short a route over which to spread its fixed costs. To remedy this situation 
the company applied for the route segment Phoenix-San Diego-Los Angeles via 
ee intermediate stops, as before noted, and was awarded this segment in 
1952. 

As of March 26, 1955, Bonanza is authorized to operate a new route segment 
between Phoenix and Los Angeles via Blythe, Indio, and Riverside-Ontario. This 
authorization resulted from the Bonanza renewal case which also extended our 
older routes with some modifications until December 31, 1957. When this new 
route is in operation, Bonanza will serve a total of 17 cities on a system of 1,700 
route-miles in Nevada, California, and Arizona. 

Bonanza is a typical local service or feeder airline in that its service is triple in 
character. It provides service between the smaller communities in its area; it 
provides service between the smaller communities and their trade areas; it pro- 
vides long-haul trunk service for the smaller communities in that it connects with 
the trunk carriers at the metropolitan centers. 

The company is proud of its record in developing the benefits of air transporta- 
tion to an increasingly greater number of people who have come to rely upon that 
type of service. Comparisons are always useful for purposes of demonstration, 
for instance: 1950, Bonanza flew 908,000 revenue miles; 1954, Bonanza flew 
1,706,000 revenue miles; 1950, Bonanza carried 4,600,000 revenue passenger-miles ; 
1954, Bonanza carried 17,400,000 revenue passenger-miles. 
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During this 1950-54 period, our operating picture continuously improved, 
Our load factors virtually doubled, andes 49 percent in 1954. Our subsidy per 
rouenne passenger-mile was cut in half. Our dollar mail pay is the lowest in the 
industry. ° 

During 1954, Bonanza gave to connecting trunkline carriers and received from 
them interline business amounting to over $200,000 in passenger revenue a quarter. 

These figures indicate progress in the category of a local service carrier; 
namely, Bonanza’s increased use by the public and the post office, its improved 
operating results, and its position as a “‘feeder’’ of traffic to the triunk carriers it 
serves. 

With this record we thought we were candidates for a permenent certificate and 
we asked for one. We were, however, unable to convince the Civil Aeronautics 
Board. On January 25, 1955, the Board issued a decision renewing our certificate 
until December 31, 1957., Since the decision is not effective until March 26, 
1955, this is a renewal for a period of about 2 years and 9 months. We hope we 
are more successful in persuading this committee that permanent certification is 
essential to our continued development and is thoroughly justified by the progress 
of the industry and by need of the communities which it serves. 

From time to time a great deal has been said about the subsidy required for 
the local service industry. There are some significant facts in this connection 
that should be brought to the committee’s attention. I would like to say that 
we of Bonanza do not shudder at the mention of the term “‘subsidy’’ as many 
would have us do. It is given to Bonanza for the direct benefit of some 4 million 
people to whom Bonanza’s local air service is made available. That subsidy is 
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responsive to the need for that type of service and it is channeled almost entirely 
toward the provision of that type of service by Bonanza. It is a subsidy designed 
to satisfy a great public need that could not otherwise be staisfied. Bonanza 
is merely the medium through which these moneys are funneled. 

A local service carrier’s profit is very carefully controlled and limited by the 
Civil Aeronautics Board. It is intended to be approximately a 7- or 8-percent 
return on what is known as the recognized investment in Bonanza. An 8-percent 
return, while reasonable, in indeed a very optimistic expectation in this type of 
industry. Actually the records will show that the local service carrier industry 
has not experienced anything close to an 8-percent return on its investment over 
the past 5 years. The profit, if any, is little more than nominal. 

I point this out, not by way of complaint, but merely to emphasize the fact 
that moneys spent by the Government toward the furtherance of local air service 
are moneys which are almost exclusively directed and applied to the benefit of 
the American public as a whole. 

If I may, I would like to comment briefly upon the reason that subsidy is re- 
quired in the case of local air service. Trunkline operations are essentially long 
haul in nature; because of the heavy population centers involved an extremely 
heavy flow of traffic is produced. This extremely heavy traffic warrants the 
purchase of ,very large aircraft which, per unit of productivity, are far more 
economical and efficient to operate than are smaller aircraft. When the capacity 
of such aircraft is greatly utilized, the revenue which it produces more than 
offsets the cost involved. Consequently, no subsidy is required in support of that 
type of operation. Local service carriers, on the other hand, were not granted 
what would normally be considered heavily traveled route segments. They were 
authorized routes which enabled them to carry traffic between the smaller cities, 
and between the smaller cities and the metropolitan areas. 

It was believed by the Civil Aeronautics Board that the need of the citizen in 
the smaller community for service to another smaller community or to a metro- 
politan trade area, and the need of a citizen in a metropolitan trade center for 
travel into the smaller communities in the general area are just as great and were 
entitled to just as much recognition in terms of air transportation service as was 
the need of the citizen in the metropolitan trade center to travel to another 
metropolitan trade center. It was believed by the Board that the availability 
of this type of service would facilitate and hasten the cultural and economic 
development of the entire area in which such service was provided. 

It was believed by the Board that the progress of the Nation required the ex- 
tension of the benefits of air transportation to a greater and greater proportion of 
the Nation. The only real difference between this type of service and the type of 
service between metropolitan areas lies in the number of people using such service, 
not in the character or the need of the people themselves for such air service. 

The trunklines have the heavy traffic routes. The local service carrier has much 
less heavily traveled routes—routes that were not considered to be sufficiently 
productive for a trunkline type of operation. Operating less heavily traveled 
segments, therefore, the local service carrier cannot justify or properly utilize, 
for that matter, the larger, more modern, more economical aircraft used by the 
trunklines. 

Even using the famed and highly reliable Douglas DC—3, the local service car- 
riers do not operate over such heavily traveled segments as will produce enough 
commercial revenue to meet the cost of providing the service. While the public 
has a great and growing need for this type of service, there is not yet enough of 
the public using it to meet the costs of the operation. This, then, leaves a gap 
between the amount of commercial revenues taken in and the costs required for 
the performance of the service. 

In the language of the industry, this is termed the break-even need requirement. 
The subsidy provided, then, to fill in that gap is therefore provided directly for 
the benefit of the public for which the operation is performed. 

As the public’s use of such service increases, the subsidy for each passenger-mile 
carried is reduced. In Bonanza’s case, for example, in 1950 the subsidy was 
11.52 cents per revenue-passenger-mile. In 1954 it was 4.81 cents per revenue- 
passenger-mile, or less than half of the 1950 figure. This clearly is proof of 
progress. It unquestionably demonstrates that the trend is in the proper direction. 
It shows quite simply that the cost to the Government of each unit of service 
actually used by the public is dropping at a very marked rate. When we look at 
Bonanza’s phenomenal increase in revenue-passenger-miles over the past 3 years, 
we see that an ever-increasing number of people are being benefited at lower 
and lower cost per unit of benefit. 








122 PERMANENT CERTIFICATES FOR; LOCAL SERVICE AIR CARRIERS 


I feel I speak for all 14 local service airlines when I state to this committee 
that not one of us wants to be on a subsidy. There is not one of us that does 
not pray for the day to come when his airline is on a self-sufficient basis. There 
are many things that can be done and are being done to hasten that day. For 
instance, the removal by the Board of some of the completely nonproductive 
communities; the removal of many service restrictions which have outgrown 
their original intent; the further suspension of trunk carriers from what are 
obviously local service cities and routes. 

Permanent certification will do more than anything else to hasten the day of 
self-sufficiency. Today all local service carriers are operating under a temporary 
certificate. e may know or hope that the Board will recertificate us for another 
temporary certificate but does the public in our areas? I would like to point out 
to the committee that the availability of air transportation-service to a community 
should be something that it can count on if it already has it, or can look forward to 
if it is not yet available to the community. : 

Business, of course, necessarily relies on transportation facilities and the 
availability of air transportation to a community is very frequently one of the 
prime factors which attracts new business to thet community. It is also one of 
the prime factors which enables a commerciel organization in the community to 
widen the scope of its markets and, as you know, it is of tremendous benefit to 
the community when it places that community within the trade and distribution 
orbit of a larger metropolitan area. It is, in other words, one of the prime factors 
in the economic development of a community. 

This, in turn, contributes to the economic progress of the general area, and the 
country as a whole. It is not the type of thing which can properly be relegated 
to a shifting or uncertain status. Reineaalio speaking, it is something on which 
the inhabitants of a community should be entitled to depend and on which they 
should feel free to base their future plans. 

Where it has been demonstrated that communities need such service to the 
extent that they will utilize it to a reesonable degree, the establishment of thet 
service should be fixed and certain. In such case, of course, the benefits of air 
transportation help the community to grow, with that growth the community in 
turn increases its use of the service and lowers the cost to the Government of that 
service. Where that trend is present, the question of the permanency of that 
service should be removed. 

Certainty itself in such a case will contribute materially to the progress of the 
airline providing the service, and if such service is one which the public can confi- 
dently expect to be available in the future, the publie will obviously tend more 
and more to build its plans on such service. By the same token permanency of 
existence will greatly enhance the ability of the carrier to secure equity capital 
for its financial needs at lower rates than under the present situation. It will also 
provide the employees of the carrier with a greater sense of job security. 

While permanency of certificate may be necessary to all qualified local service 
carriers for the above reasons, it is particularly vital to those carriers operating 
in regions of extreme isolation and/or servicing military installations. onanza 
is a good example of this statement. Although the area served by Bonanza is 
one of the fastest-growing areas in the United States in terms of population it is 
also one of the most isolated transportationwise. 

In granting to Bonanza the local service route which it operates, the Civil 
Aeronautics Sood in its wisdom not only took cognizance of the high level of 
economic activity in the area involved, but to a large degree anticipated a future 
economic development. In most cases, however, this development has been so 
notable that no one could have anticipated its full ramifications. Bonanza 
believes that it 1s contributing materially to this development. 

In many instances there is no adequate surface transportation between the 
communities served by Bonanza. In many instances travel by any means other 
than air is either extremely arduous cr completely intolerable. In virtually all 
instances the availability of Bonanza’s air service provides substantial berefits 
in time and convenience. In Bonanza’s area of the country isolation is the rule 
rather than the exception. Distances between the cities are great, terrain is 
frequently extremely rugged, and various extremes of climate are encountered, 

In most cases, air transportation is the only really acceptable means of travel, 
and the growth in traffic over Bonanza’s route demonstrates quite clearly that 
this fact is being recognized to an ever-increasing degree. ommunities that 
were otherwise isola and communities whose economic growth was stunted 
by the discouraging aspects of surface travel have, through Bonanza’s service, 
become a part of and contributed directly to economic progress of the general 
area involved. 
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I would like also to note briefly the national-defense aspects of local service 
and do so, of course, with particular reference to Bonanza. The local-service 
industry employs a great many people. For the most part these are highly 
trained, highly specialized personnel available at a moment’s notice for whatever 
needs the national defense may impose. This is a very substantial reserve of 
trained and skilled personnel to have on hand in any national emergency. The 
local air-service industry also has in operation approximately 150 aircraft, largely 
multiengine DC—3’s available to the Nation in any emergency. Besides this, the 
local service industry has many million dollars invested in ground facilities and 
equipment which also could be geared to any national defense needs. 

Many airports in the nation are now open and operating and available for the 
national defense primarily because they are utilized at this time by the local- 
service carriers. This very substantial number of personnel and these very sub- 
stantial amounts of aircraft equipment and facilities can obviously make a material 
contribution to the national defense should the need ever arise. 

Bonanza is providing service to several defense installations. For example, at 
Hawthorne, Nev., Bonanza provides the only air-transportation service to what 
is one of the largest naval ammunition depots in the world. Bonanza also provides 
service to Nellis Air Force Base through Las Vegas. Nellis is believed to be the 
only advanced jet-training center of its kind in the Nation, and is generally 
conceded to be the busiest military airport in the United States. 

Also at Las Vegas Bonanza has carried a very considerable amount of traffic 
and freight in connection with the atomic tests conducted north of Las Vegas at 
Frenchman’s Flat. 

Through Phoenix, Ariz., it serves several highly active Air Force bases. At 
Yuma, Ariz., it serves the Yuma Test Center, which is gradually assuming the 
functions of the Aberdeen Proving Ground, being engaged in the testing of various 
top-secret defense weapons. 

hrough El Centro it serves the Navy jet gunnery and combat-training center 
there and, of course, in and near San Diego and Los Angeles there are numerous 
defense establishments for which Bonanza’s services are available. 

It should also be pointed out that for purposes of decentralization or evacuation, 
the Nevada and Arizona areas continue to offer vast opportunities. It is believed 
that for purposes of evacuation from the heavily congested coastal regions, the 
Nevada and Arizona areas would logically be utilized. Air transportation to 
those areas from the coastal cities and between those areas would, of course, be 
of invaluable service. 

There also would appear to be a growing tendency to disperse some of the 
huge coastal industrial plants, utilizing the Arizona and Nevada areas because 
of their comparative safety behind the intervening mountain ranges. In this 
age it is apparent that such dispersal or decentralization will increase rather than 
decline. or that reason, too, these areas can be expected to play an ever- 
increasing role in the national-defense pattern, and therefore can be expected, for 
this reason alone, to have a still greater need for the air transportation service 
provided by Bonanza. 

This is not only true of Bonanza, of course, but is undoubtedly true of many 
of the other local service carriers. Such a fact is inherent in the nature of the 
service, because these carriers take their service into the more distant, less- 
congested areas of the Nation, where the opportunities for expansion and safety 
are so superior. 

That the local service airline industry is here to stay is, I believe, not open to 
question. An industry that provides air transportation to 444 cities is an industry 
that is providing a needed service to the American public. It has been suggested 
by some that the trunk carriers take over the local service routes and then absorb 
the subsidy. To my way of thinking this is a shortsighted view. The trunks are 
converting to high density, high-speed aircraft for long-haul operation. To force 
them back in the feeder business would either mean tremendous expense in aircraft 
suitable for operation in many of the airports served by local service carriers, or 
the elimination of a larger percentage of the cities now served by the local 
service carriers. It might well result in the trunks themselves going back on a 
subsidy, from which they have only recently rid themselves. 

The future of the local service airline industry looks bright. Actually, the local 
service air carriers provide the United States with its second echelon of air trans- 
portation. As far as Bonanza is concerned, I haven’t the slightest doubt as to 
its future in the airline picture. Its present routes are basically sound. It serves 
a territory of great isolation. It serves an area containing some of the Nation’s 
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greatest defense installations. It serves 3 of the 4 fastest growing States in the 
Union, populationwise. Above all, it is showing a steadily increasing use by the 
public in the area in which it serves. 

The Cuarrman. Are you other gus prepared just to present 
your statement for the record? e are going to have to go on the 
floor in a very few minutes. 


STATEMENT OF KEITH KAHLE, PRESIDENT, CENTRAL AIRLINES, 
| INC. 


Mr. Kautz. Mr. Chairman, I am Keith Kahle, president of Central 
Airlines. I want to make two points in the interest of time. On 
pages 2 and 3 we show our traffic growth. I would like to emphasize 
that between 1949 and 1954 we have reduced our ratio of nonmail to 
mail pay from 1 to 18 to 1 to 3. 

I will file my statement, and thank you. 

aa CuarrMaNn. Thank you very much. It will be included in the 
record. 
(The statement above referred to is as follows:) 














































STaTEMENT OF KerTH KAHLE, PRESIDENT OF CENTRAL AIRLINES, INC., BEFoRE 
THE Hovusr& INTERSTATE AND FOREIGN CoMMERCE COMMITTEE 


Mr. Chairman, and members of the committee, my name is Keith Kahle. I 
sincerely appreciate the opportunity to appear before you. I am president of 
Central Airlines, one of the 14 local service airlines of the United States. I 
come before you today to give you some facts concerning the problems confronting 
local service carriers because of their temporary existence. 

Let me first give you a brief background of our company. We were first 
certificated by the Civil Aeronautics Board in 1946, because we were familiar, 
through extensive study and experience, with the transportation needs of Okla- 
homa and adjacent portions of its neighboring States. We were born at a time 
when air transportation was in its postwar slump and airline securities were most 
unpopular. It took us several years to obtain the capital to begin operations, 
and we started out with small single-engine Beech Bonanza airplanes capable of 
carrying a pilot and three passengers. 

Central Airlines made its first scheduled flights on September 15, 1949, using 
the Beech Bonanza’s. Two months later we had all of our routes in operation. 
For the next year we built up our organization, qualifying and training our 
personnel, establishing procedures, bringing our name before the public, and carry- 
ing mail and passengers. We could only fly during daylight hours and only when 
the weather permitted constant reference to the ground, because we flew single- 
engine planes. Our safety record was perfect, we completed 93 percent of our 
scheduled flights, and well before the end of the year we were frequently refusing 
passenger reservations due to lack of seating capacity. Fourteen months after 
the first flight we were ready to begin conversion to standard Douglas DC-3 
airplanes. Traffiewise, we had progressed as well as most local service airlines 
in their first year. 

Today, Central Airlines operates nine DC--3’s serving all sections of Oklahoma 
northern Texas, the Texas Panhandle, southern Kansas, eastern and central 
Arkansas and eastern Missouri through Kansas City and Joplin. We serve 26 
cities and towns in these 5 States with 116 daily departures as a public servant to 
more than 5 million people. 

Last month Central provided service for its 200,000th cash customer, all carried 
in perfect safety and with a high degree of schedule reliability. We presently 
employ 337 people. 

- ur record is one of steady growth and development, as the following table 
shows: 
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Revenue Revenue Revenue 
passengers a 


January and February are our slowest months historically, yet in January of 
this year we carried 6,822 passengers, a 250 percent increase over the 2,752 passen- 
gers we carried in January 1954. In February last year we carried 3,828 passen- 
gers. In February of this year we carried that many in the first 17 days. Our 
traffic future has never looked brighter than it does today. 

As to the public service we have rendered in regard to the transportation of 
airmail, air freight, and air express since 1949, Central submits the following 
growth figures indicating public acceptance and usage of the service: 


Mail growth figures 





Pounds of Pound-miles, 
surface mail surface mail 
(3-cent) (3-cent) 


Airmail, | Poundsof Pounds of 
pounds air express air freight 


259, 557 
276, 280 
376, 260 
417, 020 
490, 217 232, 998 


1 Flying single-engine aircraft. No room for freight or express on most flights. 


Now let’s look at the “burden of nonproductive expense”’ that Central has had 
to bear because of the temporary nature of our existence. Our original certificate 
hearing cost us about $60,000. We were renewed in 1953 in a case that cost us 
about $80,000, in which there were three competing applicants for most of our 
routes. I might add, Mr. Chairman, that $80,000 is about the number of dollars 
we will spend for advertising in the next year and a half. We are right now 
beginning to spend valuable man-hours and scarce dollars on our next renewal 
case, which will start up within this next year. It is our judgment that this time 
and money could be utilized in a more productive manner than in a fight for our 
continued existence every couple years. 

The time and energy which every renewal case consumes is very substantial. 
Our last renewal case was set for prehearing conference in April of 1951. We 
were constantly active from that date until October 1951 preparing our exhibits. 
Another month was utilized in preparing rebuttal exhibits and most of this was 
day and night work that required many hours a day from each of our department 
heads and the full time of our research people. Our hearing began in November 
1951 at Oklahoma City, with a 2-week session at which over 300 city witnesses 
appeared (at their own expense) from all of the cities and towns that Central 
served or hoped to serve. The hearing then moved to Washington, D. C. where 
it lasted another 2 weeks. Over a full month was spent in hearings. Our lawyers 
then spent over a month preparing a brief to the examiner, which was filed in 
April of 1952. The examiner’s report was issued in the fall of 1952, and we spent 
another month writing a brief in support of our exceptions to the examiner’s 
findings. After that, there was an oral argument before the five CAB Board 
members, and finally, a decision by the Board in February of 1953 giving us a 
renewal until February of 1956. 

We were delayed for 6 months in starting service on the most productive new 
route segment awarded us, because the final decision on this segment was deferred 
until decision was reached in another separate CAB proceeding. This made it 
necessary for us to prepare more briefs and take part in another oral argument 
followed by court orders, injunctions, and reconsideration petitions before finally 
being able to settle down to the business of running our full routes in October of 
1953—some 2 years and 7 months after our case began. This case had to do with 
our very existence; we could not afford to leave any stone unturned. We hired 
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good legal counsel and good economists, to assist our own age oe In all, $80,000 
was spent on this all-out effort to prove we were entitled to stay in business. In 
less than a year from now, we will start to do it all over again. 


The ability of the local-service carriers to obtain equity capital is seriously im- _ 


aired by the uncertain tenure of their existence. Central Airlines is a corpora- 
ion owned by 174 stockholders. The officers of the company own a slice, and 
31 of our employees have bought an interest in their own future. In addition, 
108 shareholders from cities along our routes have bought an interest in what 
they consider their airline. However, the temporary nature of the certificates 
held by the local service carriers virtually precludes the marketing of their stocks 
on the open market. Yet equity capital is by far the soundest method of finance 
for us. Return on investment is then paid out of profits, if any. It is not forced 
out of capital, regardless of earnings, as is interest on debt financing. 

One of the most serious handicaps which temporary certificates imposes on the 
local service carriers, is in the purchasing of supplies and equipment. Because of 
the uncertain tenure of certification, suppliers are unable to set up long-range 
plans for supplying the local carriers and must resort to short-term arrangements 
which fail to provide either the lowest prices or the best terms. The carriers 
themselves are not warranted in buying anything more than would be consumed 
within the remaining life of their certificates and must forego economies which 
longer-range purchasing would provide. For example, Central had an opportunity 
to buy 100 surplus, but new, engines for $100,000 total or $1,000 apiece, which 
was less than what Central was paying per engine from our suppliers. One hundred 
engines would have lasted us a little over 3 years at our present rate of 3 engines 
per month. But we didn’t have any assurance of 3 years’ continued existence in 
which to use up all of these engines. ‘ 

The function being performed by the local service carriers is too important to 
this country’s economy to be impeded by the handicaps caused by temporary 
certification. Central:Airlines has provided a local airline service to over 200,000 
people who probably would not otherwise have been able to fly. We have ex- 
pedited many, many tons of mail, express, and freight. Central provides ex- 
clusive airline service to 13 cities and supplements the service at 13 other cities. 
We have helped many of these cities to achieve a greater measure of diversified 
economy by aiding them in their efforts to attract new industry. In our particular 
area this achievement is especially important. In the past 2 years every county 
that Central served was among those listed by President Eisenhower and the 
Congress as a drought disaster area. The drought dealt our area a terrific blow, 
and Central Airlines felt this blow in a severe loss of traffic. However, those who 
did fly with us needed our services all the more, and the towns into which new 
industry had moved since our airline service was inaugurated were better able to 
stand the effect of the drought disaster. 

The local-service airlines generate very substantial traffic for the trunk airlines, 
the revenues from which made a large contribution toward the prosperity of the 
trunkline carriers in 1954; for example, the trunklines received over a million 
dollars from traffic originated on Central Airlines. To Central came about one- 
fourth as much from the same traffic. The canceling of service by the local- 
service airlines could well reduce trunkline revenues to a point where subsidies 
would again be required by some presently subsidy-free trunklines. 

The traffic job being done by the local-service carriers is a specialized one 
concentrated on developing air traffic in the Nation’s secondary cities. Central 
Airlines has originated a traffic promotion program called Operation Backscratch 
in cooperation with the cities it serves, the purpose of which is to increase traffic 
and reduce the dependence on mail pay. For instance, a month-long Backscratch 
campaign has been conducted at aoe Okla. Central provided the sales 
aids and sales personnel in a month-long campaign. Muskogee did its part with 
free radio spot announcements, free newspaper ads and publicity. Banks, 
theaters, and stores cooperated fully. The police distributed our posters to 
business houses. Prisoners in the jail were released to paint Central’s name on 
the sidewalks. These sales efforts raised Muskogee boardings 50 percent. The 
same type of sales promotion was conducted at Enid and Duncan with the same 
general results. Naturally these are being continued at other cities on Central’s 
routes. 

The value of the local-service carriers to the national defense is a compelling 
reason why they should be made part of our permanent air-transportation system. 

Central’s planes are presently being utilized about 6% hours per plane per 
day. In case of national emergency our planes and our operational facilities 
and know-how could be extended beyond this point. For example, in our area 
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we could provide the bulk of the airline seats required between Dallas and Okla- 
homa City, Daas and Tulsa, Tulsa and Wichita, etc., thus re'ieving the DC—6’s 
and other large aircraft of Braniff and American for use on longer-range and 
long-haul flights. Central and other local service airlines could maintain short- 
haul services and free big planes of the larger airlines for whatever national 
defense task they might be needed. 

In time of emergency, the local-service carriers have the nucleus from which to 
expand severalfold in a matter of days. This standby readiness is a valuable 
asset to our national defense that must not be lost. 

The people who stand to benefit the most from giving permanent certification 
to the local service airlines are not the carriers themselves but the cities and 
communities and the States they serve. Central Airlines is simply the vehicle 
through which local airline service is being brought to the people of Oklahoma, 
Texas, Arkansas, Missouri, and Kansas. 

By concentrating on local air traffic, the local carriers are developing traffic 
which the trunkline carriers have hitherto been unable to develop. For example, 
Ponca City, Okla., now served exclusively by Central and once served by Braniff. 
is generating twice as much traffic on Centra! as it did on Braniff. Similarly, 
Paris, Tex., and Muskogee and Bartlesville, Okla., are generating 2 to 3 times 
more passengers on Central than on the majors that once served them. 

Fort Smith, Ark., which Central started to serve only a few months ago, has 
become the leading traffic point on Central’s entire system (boarding over 700 
passengers a month), despite the fact that Fort Smith is being served by 4 daily 
round trips provided by a major carrier. 

The explanation is that Central is serving and developing a short-haul traffic 
market. Our average passenger flies 151 miles with us end his average fare is 
$8.15. We are geared to develop just as many of these $8.15 passengers as we 
can get, because they are the source of our revenue. The trunkline, on the other 
hand, receives $27.92 from its average passenger who travels en average of 515 
miles. Naturally, their seles effort is concentrated on the pessengers producing 
the greatest revenues. Their schedules are arranged to attract the long-haul 
terminal-to-terminal passenger. 

Central, and the other local-service airlines, seek permenent certification in 
order that the short-haul and small-city customer can ke essured that his airline 
travel needs will be adequetely met and that a service available today will not be 
withdrawn tomorrow. This assurance is necessary in order to get the traveling 
public and industry to place their full relience on the local carriers which is so 
essential to the growth and development of these carriers. 

The argument that further traffic growth is necessary before the local carriers 
merit permanent certification overlooks the fact that permanency is needed in 
order to develop the desired traffic growth. 

I have briefly pointed out the handicaps which temporary existence places 
upon us, and submit to you that the functions performed by the local-service 
carriers are too important to be impaired by the continual uncertainties which now 
beset this industry because of the lack of permanent status. 

The question before you is whether we must go on living a day-to-day existence 
or whether we can begin to plan for the future as any sound business venture 
should do, 

I thank you for giving me this opportunity to be heard. 


STATEMENT OF D. 0. LAFERTY, AIR LINE PILOTS ASSOCIATION 


Mr. Larerty. Mr. Chairman, I am D. O. Laferty, senior line 
captain, representing the Air Line Pilots Association, and the American 
Federation of Labor. 

The Cuarrman. I think you understand what our situation is. 

Mr. Larerty. Yes. I only have one brief statement to read from 
this and then I would like to have the entire statement made a part 
of the record. 

Mr. CHarrMan. Yes. 

Mr. Larerry. It is our belief that the decision on permanent certi- 
fication of these carriers is one that should properly be made by the 
Congress rather than the Civil Aeronautics Board. It is our belief 
that the Congress is requested in this legislation to provide poliey- 
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making guidance for one of its agencies, the Civil Aeronautics Board, 
on the question of the future of this important segment of our air 
transportation structure. In our opinion, this is properly the function 
of the Congress and a decision which should be made by it. 

Thank you, sir. 

The Cuarrman. Thank you. The statement will be included in 
the record. We appreciate your appearance before the committee and 
the patience that you have shown in waiting to be called. 

(The statement referred to is as follows:) 


STATEMENT OF CLARENCE N, SayeEn, PresipeENtT, Arr LINE PiLots AssociATION, 
INTERNATIONAL 


My name is Clarence N. Sayen. I am president of the Air Line Pilots Associa- 
tion, International. We are very appreciative of the opportunity to appear 
before you today in support of the legislation which would provide permanent 
certification for local-service air carriers. 

The Air Line Pilots Association is an association of the professional airline 
pilots of the scheduled United States air carriers. At present it has a membership 
of over 12,000 active and inactive members employed by 41 certificated airlines. 
The association represents airline pilots in all aspects of their professional life. 
It is their bargaining agent under the Railway Labor Act, maintains an extensive 
air safety organization in 116 councils scattered throughout the United States 
and a number of foreign countries, and is spokesman for the airline pilot in his 
relationship with municipal, State, Federal and international organizations. 
With specific reference to the local service carriers, the association represents all 
of the pilots of the 14 temporarily certificated local-service carriers. These 
individuals, along with stockholders, management, and other employees, have 
invested their professional future in the carriers who will be affected by this 
proposed legislation. 

By way of personal background, I hold B. A. and M. A. degrees in geography 
and economics. I have been a teacher and an airline pilot. Some current activi- 
ties include the presidency of the International Federation of Air Line Pilots 
Associations which is a federation of the pilot representing organizations of some 
22 countries; membership on the Committee on Operating Problems of the Na- 
tional Advisory Committee for Aeronautics, Executive Committee of the National 
Air Transport Coordinating Committee, War Air Service Pattern Committee of 
the Defense Air Transportation Administration, Civil Aviation Air Defense 
Advisory Committee, National Aviation Noise Reduction Committee, Civil 
Aeronautics Administration Prototype Aircraft Advisory Committee, Executive 
Committee of the Radio Technical Commission for Aeronautics, and the Chicago 
Aero Commission. 

Competent witnesses who have appeared in behalf of permanent certification 
for the local-service carriers have presented statistical evidence demonstrating the 
growth and development of this service. It would serve no purpose, therefore, 
to take the committee’s time in useless repetition. We would like, however, to 
present a few brief facts to demonstrate that these carriers perform an essential 
service in our economy and that this service is capable of sustained growth in the 
public interest. Without exception, the local-service carriers have entered the 
scheduled air transportation field since the end of World War II. The oldest has 
been operating for slightly more than 10 years, while the youngest is only 4 years 
old. In this relatively brief period, these carriers have developed a network of 
approximately 30,000 miles of air routes serving 440 communities in the United 
States. The only air service provided to 264 of these communities is by local- 
service air carriers. Over 47 million people have air service made available to 
them by this new aviation enterprise. 

That local air service is an accepted and expanding part of our economy is 
evident from a few statistics. The revenue-ton-miles moved by local-service air 
carriers increased from a figure of 202,000 in 1945 to 39,620,000 during the year 
1953. The total commercial revenue, exclusive of mail pay, increased from 
approximately $5 million in 1948 to $24,300,000 in 1953. The increase is con- 
tinuing. While the so-called subsidy payments have increased during this 
period, a large portion of the increase has been due to the increase in the route 
miles of local air service being made available and additional communities being 
served. 
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More difficult to measure directly is the contribution which has been made to 
the communities being given air service by these carriers. Faster air transporta- 
tion stimulates commerce and business. It creates new patterns of industry 
by providing closer ties with the large cities and centers of industry. For some 
communities it has ended relative isolation in a business and social sense. There 
is little doubt that the local-service air carrier is a permanent and integral part 
of our expanding economy and must and will continue to expand with it. ery 
few of the communities which have now been given the advantage of air service 
will willingly be deprived of it. As our population and economy expand and the 
tempo of our industry is geared more a more to faster and more efficient means 
of communication and transportation, these carriers will expand and will be re- 
quired to keep pace with that development. 

We have had the opportunity, due to the nature of our association with the 
industry, to participate and observe at first hand the advancements which the 
local-service lines have made and to evaluate the underlying problems which 
must be solved if they are to effectively fulfill their potential in our economy. 
We have reached the conclusion that permanent certification.of these carriers is 
essential to their continued development for many reasons. 

1. Permanent certification will relieve these air carriers of the uncertainty which 
constantly surrounds their present existence and every decision that they are 
required to make as to their future. The temporary nature of the certificates of 
these carriers has been a skeleton in the closet for management and employees 
alike. It has made it impossible and impractical to plan into the future. Perma- 
nent certification will help to relieve the uncertainty on the part of investors, 
management, and employees. 

2. It will relieve management of the tedious and expensive procedures which are 
required every few years in a certificate renewal proceeding. These proceedings 
consume too much of the energy and resources of these small companies. 

3. It will permit this industry to attract capital which is vital to its expansion 
and growth. One of the great handicaps of this young industry has been its 
inability to attract adequate financing due to the temporary nature of its existence. 
If this industry is to fulfill its vital role in our economy, it must expand and grow; 
it must be capable of securing new equipment, and in putting into effect modern 
procedures which will enable it to keep pace with the times and its competitors. 

4. It will reduce employee turnover and encourage capable people to invest 
their future in this business. For example, an airline pilot is considered too old 
for initial employment by most air carriers after age 28. He must, therefore, 
invest his career with a particular air carrier prior to that age and thereafter 
remain with it. In making this important decision an individual must have some 
assurance as to the future possibilities of the company. The temporary nature 
of the certificates granted these carriers has been a handicap to them in attract- 
ing and maintaining capable personnel. 

5. These carriers are badly in need of a more efficient aircraft. This is prob- 
ably one of the most important technical problems now facing the industry in 
increasing their productivity and keeping costs under control. New aircraft are 
expensive to design, construct, and introduce into service. To secure an aircraft 
adapted to this service, a manufacturer must first see a sufficient market to justify 
the design and development cost, and these air carriers must be able to secure 
sufficient financing to acquire the aircraft, introduce them into service, and have a 
future expectation during which they may be amortized. 

It is our belief that the decision on permanent certification of these carriers is 
one that should properly be made by the Congress rather than the Civil Aero- 
nautics Board. It is our belief that the Congress is requested in this legislation 
to provide policymaking guidance for one of its agencies, the Civil Aeronautics 
Board, on the question of the future of this important segment of our air trans- 
portation structure. In our opinion, this is properly the function of the Congress 
and a decision which should be made by it. 

Concern is often expressed regarding the so-called subsidy payments which are 
being made to these air carriers in the present state of their development. We 
take issue with the term “subsidy’”’ as applied to these payments. It is estimated 
that such payments to these air carriers this year will approximate $24 million. 
We believe that such payments must be viewed in the overall national interest and 
as such, an evaluation must be made as to whether there is value being received 
in the national interest. We contend that these payments represent an excellent 
investment for several reasons. 

1. They are payments not necessarily to the air carriers involved, but payments 
made to provide essential air service to 440 communities of this country. The 
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payments will be made only so long as they are necessary to develop this air route 
structure and enable these communities to support this air service without the 
i of the Federal Government. 

. The national interest is securing a return in the national defense in excess of 
the total subsidy bill. For example, approximately 900 airline pilots are being 
maintained, available to the national defense in the highest possible state of 
proficiency, as transport pilots. Figures recently released by the Defense Depart- 
ment estimate that at present, it costs approximately $120,000 to train a pilot to 
the minimum proficiency required in order that he may be assigned to a mission. 
In order for a pilot to be available to the national defense in accordance with the 
demands of modern warfare, he must be in a constant state of readiness. This 
can only be achieved by the pilot being constantly in service or constantly in 
training. The training is very expensive, whether it be given as part of a reserve 
unit or on active duty with the Air Force. The pilots of these local service 
carriers are being maintained at a high state of proficiency, constantly available 
to the national defense of our country, while, at the same time, providing essential 
air services to the citizens of hundreds of communities. We contend that the 
value of these pilots to the national defense far exceeds the total so-called subsidy 
payments that have been made to the local service air carriers from their inception. 
It is not sound economics to merely take money out of one pocket and put it in 
another, and if the Federal Government were to terminate the local service air 
carriers today, we believe that it would be necesasry to increase military appro- 
priations by an amount in excess of the total amount being paid the local service 
air carriers if the same number of highly trained available pilots were to be 
maintained. 

In addition to the foregoing, wé must consider the value to the national defense 
of the trained mechanics and other highly skilled personnel made available by 
these carriers. 

In the event of the necessity of a rapid mobilization in this country, all of our 
air transport force would probably be required. These carriers are maintaining 
approximately 160 aircraft available for essential military or civilian use in such 
an emergency. 

3. The local service carriers have stimulated air travel and served as feeder 
lines into our larger trunk carriers. In recent years, the growth of air travel 
combined with increased efficiency has made it possible for most of the trunk 
carriers to free themselves from a dependence on the Government for so-called 
subsidy payments. Some of the increase in air traffic must be attributed to the 
feeder capacity of the local service lines. Undoubtedly this has been a factor in 
reducing the subsidy requirements of some of the trunk carriers and the so-called 
subsidy payments have, in effect, been transferred from them to this new develop- 
ment of our air-route structure. As our air transport increases these carriers, 
called at one time feeder lines, will undoubtedly feed more and more passengers 
into the trunk air carrier systems. 

4. It is important to the national interest that local communities develop, 
maintain, and expand their aviation facilities. The local service industry has 
stimulated local communities to improve their airports and other aviation facilities. 
It has provided a source of income that has been of help to communities toward 
this end and so-called Federal subsidy payments have found their way by the 
medium of the local service carrier to this worthwhile purpose. 

We concur completely in the desirability of making our entire air transportation 
free from any dependence upon Government support as rapidly as possible. We 
believe that this will best be accomplished by the realistic support of these carriers 
in order that they may expand their service, increase their efficiency, and perform 
their assigned functions in order that they will grow with our economy. In this 
light, hes view the present so-called subsidy payments as a sound investment in 

e future. 

The adoption of this legislation will not preclude the CAB from making essential 
route adjustments, encouraging consolidations, and so forth, as necessary, to 
constantly improve the efficiency and economy of our air route structure. In 
our opinion, the present Civil Aeronautics Act of 1938 provides authority for the 
Civil Aeronautics Board to take such steps as necessary and the Board has done 
so with present permanently certificated carriers. 

In summation, we believe the sears of this proposed legislation by the 
Congress will be in the national interest. It will provide important policymaking 
guidance for the Civil Aeronautics Board. It will enable the carriers who have 
been assigned to develop this important segment of our air route structure to 
better perform their assigned function. It will bring needed stability to these 
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carriers. It will mean added security for the employees and remove the uncer- 
tainty that is present when a constant repetition of renewal proceedings and 
temporary certificates are present. It will enable the industry to attract financing, 
develop new efficient equipment, and attract capable personnel. 

We greatly appreciate the opportunity to appear and make our views known 
on this important legislation. 


The CuHarrman. The committee will stand adjourned until 10 
o’clock tomorrow morning. 

(Thereupon, at 12:10 p. m., the committee adjourned as above 
indicated.) 








PERMANENT CERTIFICATES FOR LOCAL SERVICE AIR 
CARRIERS 


FRIDAY, FEBRUARY 25, 1955 


House or REPRESENTATIVES, 
CoMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 
Washington, D. C. 

The committee met, pursuant to adjournment, at 10 a. m., in room 
1334, New House Office Building, Hon. Oren Harris presiding. 

Mr. Harris. The committee will come to order. 

The committee this morning will resume hearings on H. R. 526 
and H. R. 2225, to amend the Civil Aeronautics Act, providing for 
permanent certification for local and feeder airlines. 

A statement has been submitted by our colleague, Mr. Gavin, from 
Pennsylvania. Without objection, it will be included in the record 
at this point. 

(The statement referred to is as follows:) 


STATEMENT OF REPRESENTATIVE L. H, Gavin, 23p District oF PENNSYLVANIA 


I appreciate having an opportunity to make a short statement in support of 
H. R. 526, a bill which would amend the Civil Aeronautics Act to permit perma- 
nent certification for local service airlines. 

This bill was considered and passed by the House last year as H. R. 8898, and 
at that time I supported it. 

I still believe that it is of great importance to the communities served by local 
service airlines. As long as these carriers have only temporary certificates, the 
communities served by them cannot conduct any long-range planning on airport 
facilities, they cannot assure the availability of local air service in attracting new 
industry; and under the present temporary certification system, the local service 
airlines do not have the stability for sound economic planning. 

Franklin and Bradford, in my district, are served by a local service airline— 
Allegheny Airlines, Inc.—and I know this legislation is of great importance to 
them with regard to their future planning. 

I trust this committee will again favorably report the bill to the House. 


Mr. Harris. We are delighted this morning to have the Acting 
Chairman of the Civil Aeronautics Board with us to testify regarding 
this proposed legislation. 

Many of us have known Senator Gurney over a period of years. 
We knew him when he served and made such a distinguished record 
in the Senate of the United States. 

He has been serving for a good many years on this important 
agency, the Civil Aeronautics Board, which has complete authority 
and control of an outstanding segment of our transportation industry, 
civil aviation. 

Senator Gurney, we are delighted to have you with us this morning. 
It is always a pleasure to welcome you back to the Hill. 

Mr. Gurney. Thank you, Mr. Chairman. 

Mr. Harris. We will be glad to hear you at this time. 
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STATEMENTS OF HON. CHAN GURNEY, ACTING CHAIRMAN, AND 
EMORY T. NUNNELEY, JR., GENERAL COUNSEL, CIVIL AERO- 
NAUTICS BOARD 


to 
Mr. Gurney. Thank you, Mr. Chairman. 
Congressman Harris, Congressman Wolverton, and gentlemen, the 
Civil Aeronautics Board at the moment is composed of four members; 
Josh Lee, Harmar D. Denny, Joseph Adams, and myself. 
Three members of the Board, of course, represent a majority, and ca 
I may say at the beginning, Colonel Adams testified in favor of the 
bill yesterday before the Senate committee. sy 
So that my remarks this morning represent the viewpoint of three 
members of the Board. Ov 
The fifth member has been appointed by the President and it is 
expected he will be confirmed by the Senate, possibly today; but at (a 
the moment we have a four-member Board. ce 
Mr. Harris. This committee feels a very close association with the 
Board. Mr. Denny was a member of this committee. We liked him ve 
very much. He was a very active member and one in whom we have tri 
a great deal of confidence, and we are sorry that he cannot be here St 
with us. no 
I will also say that Mr. Rizley, who apparently is coming with the It 
Board as, I believe, your chairman, served in the House for many it 
years and we feel a very close association there, too. be 
Mr. Gurney. We will be glad to be associated with him down there. op 
Mr. Harris. Of course, we all knew Senator Josh Lee, of Oklahoma, | 
who served with you in the Senate, and he is very well known here on ing 
Capitol Hill, too. mé 
So, we feel there is going to be a very close association of Congress po: 
and the entire Board. PY 
Mr. Gurney. Thank you, very much. ae 
Mr. Chairman and members of the committee, the Civil Aeronautics loc 
Board appreciates this opportunity to present its views on H. R. 526 wa 
and H. R. 2225, which you are considering today, and have been for W. 
the past 2 days. oh 
Each of these bills would amend the Civil Aeronautics Act of 1938 wh 
so as to incorporate therein a provision giving rights of permanent be 
certification to the local-service carriers. They are essentially the a 
same in basic purpose, these two bills, although they differ consider- “ 
ably in the detailed provisions whereby the purpose is achieved. tar 
While the Board was the sponsor of the local service experiment and hig 
continues to believe that the idea is sound, it is unable to support a 
the enactment of any of these measures. rel 
Mr. Wiiurams. Mr. Chairman. tiv 
Mr. Harris. Mr. Williams. ea 
Mr. Wiutias. I hate to interrupt at this time, but I believe that wi 
these bills are identical. gre 
Mr. Harris. In the House; yes. dif 
Mr. Wiuurams. Senator Gurney mentioned that the bills are essen- to 
tially the same in basic purpose, although they differ considerably in eS 
the detailed provisions whereby the p is achieved. a 
I think that the bills are identical. I do not see any difference. dis 
Mr. Harris. I assume that you had reference to the differences in wi 
the House and Senate provisions. There is a difference there. de 
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Mr. Gurney. Yes, Mr. Chairman. 

Mr. Wiuui1aMs. But he has referred to H. R. 526 and H. R. 2225. 

Mr. Gurney. I regret the incorrect statement. The intention was 
to make explicit the difference between the Senate and House bills. 

Mr. Harris. That will be brought out a little later. 

Mr. Gurney. Thank you very much. 

The Board’s reasons for this position may be summarized as follows: 

1. Permanent certification would lessen the incentive which these 
carriers now have to increase their revenues and hold down their costs; 

2. It would make more difficult the improvement of the route 
systems of the several carriers; 

3. It would saddle the Government with an annual subsidy bill of 
over $20 million for the indefinite future; 

4. The proportion of subsidy to total revenues is still too high 
(an average of 47 percent for all of the carriers) to warrant permanent 
certification of all carriers in the group. 

On March 22, 1943, the Board issued an order authorizing in- 
vestigation into the general problems concerned with extending air 
transportation to additional communities and localities in the United 
States. In July of 1944 the Board issued its opinion and order an- 
nouncing that it would proceed with the local service pregram. 
It is quite illuminating to review what the Board then said because 
it forecast with remarkable precision what the problem areas would 
be in this field. The Board there stated, and I quote from the Board’s 
opinion as published in 6 CAB at page 2—this is in 1944: 


The examiners found that the traffic potential at small cities 1s not encourag- 


t 


ing, and that the cultivation of this potential at a reasonable cost to the Govern- 
ment and the traveling public will be possible only by taking advantage of every 
possible economy in each of the component elements constituting a sound trans- 
portation service. The record substantiates the examiners’ finding in this respect. 

In connection with this relatively low traffic potential we believe it is desirable 
to emphasize constantly the fact that in ee develop this potential, 


local air carriers will be competing with the most highly developed rail and high- 
way transportation systems in the world. The highway system not only provides 
a network of motorbus lines but also the roadway for the private automobile. 
We must assume that this vehicle will continue to carry the vast majority of all 
short-haul passengers, as in the past, and perhaps increase the proportion some- 
what after the war. The further development of these surface systems will also 
be intensified with increased emphasis after the war, and they will also reap the 
benefits of technical developments and improvements. These systems have their 
greatest utility in short-haul services. 

The airplane, on the other hand, has had its greatest utility in the longer dis- 
tance transportation market. In this market its outstanding characteristic of 
high speed gives it a great competitive advantage, and permits the fullest exploita- 
tion of its inherent characteristics. But this inherent competitive advantage 
divinishes sharply, with conventional-type aircraft, as the length of the trip is 
reduced. Even in the long-haul market its speed advantage becomes less effec- 
tive as the number of intermediate points at which landings must be made on 
each flight is increased. 

Thus, in going into the small-city, short-haul market, the airplane will be faced 
with the most intense kind of competition, with its principal selling point, speed, 
greatly diminished in value. While it will still have advantages to offer, the 
differential in fare that it now appears will be necessary will counterbalance them 
to some extent. Five cents per mile, the figure generally considered as the pros- 
pective passenger fare, is approximately three times the average fare for motorbus 
transportation. In addition there are many other factors, some of which were 
mentioned by the examiners, which will affect the traffic potential, such as the 
distance between the airport and city center, the time of day at which service 
will be scheduled, the frequency and regularity of schedules, the mail departure 
requirements, the extent to which reservations will be necessary, and many other 
details which will vary according to the locality and the city size. 
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That ends the quotation from the Board’s decision of 1944. 

The program thus conceived was both experimental and develop- 
mental. It was experimental in that it was then unknown whether 
there was any latent demand by the public for local air service. It 
was developmental in that it called for the tailoring of service by air- 
plane to the specific transportation needs of the smaller communities, 
and the building up of a traffic demand where little or none existed. 
In the Board’s opinion, although we have passed through the experi- 
mental stage, we are right now in the middle of the developmental 
stage. You have heard from the lips of the several witnesses who have 
preceded me of the splendid progress that the local service carriers 
are making as a group, but so long as the public use of such service 
is not meeting the costs, the goal has not been achieved. 

at we are seeing in the local-service field is in net effect no 
different from the history of what has happened so many times under 
the American system of competition and free enterprise. One man 
will think of a new product or service which can fill a need on the 
part of the public. A second man will see ways to improve on the 
product or service. Healthy competition results and the public bene- 
fits. The necessity for economic survival both betters the product 
and cultivates the taste of the consumer for it. 

In the field of loeal-service air transportation, it is not now possible 
to have this free competitive play. For the foreseeable future the 
local-service traffic will not support more than one local-service carrier 
in each area. However, under the practice of temporary certifica- 
tion heretofore pursued by the Board, there still remains a strong 
economic incentive for local-service managements to improve their 
service, to use their greatest ingenuity to create a greater demand 
on the part of the public, and to mold their product to that demand. 
At the expiration of each temporary certificate, it is necessary for 
the carrier to prove that his service Ae been of increasing appeal to 
the public. Some have failed in this test. 

For example, during the period since local-air service was initiated, 
three local-service carriers have failed to develop any promise of 
success, and their operating authority was not renewed. ‘This is cer- 
tainly a lower rate of attrition than is the case with most newly 
deveined products, but the possibility of failure is sufficient to drive 
all local-service managements to even greater efforts to increase the 
appeal of local air transportation. 

The permanent certification of the 14 local-service companies 
would practically eliminate the incentive of economic survival. 
Enjoying a monopoly position, with a governmental undertaking in 
the Civil Aeronautics Act to make up any deficit in their operations, 
and not confronted with the need for justifying their continued 
existence at periodic intervals, these 14 companies would have no 
reason to fight to render better public service. In the end it would be 
the small communities served by these carriers which would suffer. 

One of the most distressing arguments the Board has heard in 
relation to permanent certification is the comparison of the subsidy 
bill of 20 to 25 million dollars annually with the many times greater 


amount which the Government spends on rural free delivery, crop- 
support programs, and other activities of the Government involving 
direct or indirect subsidization. This argument appears to us to be 
premised on the concept that local air eavish as a oh 
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its own way, and that the program as we now know it must be retained 
at this comparatively moderate cost. In the Board’s opinion the cost 
of permanent certification in dollars would be insignificant compared 
with the cost to the Nation of the stultifying effect of guaranteed 
economic security to these carriers. 

You have heard the gratifying statements of some of the preceding 
witnesses relative to the large percentage growth in traffic carried in 
January and February of this year by their respective local-service 
carriers. This demonstrates to our way of thinking that permanent 
certification is unnecessary to the carriers in their striving toward 
the goal of economic self-sufficiency. 

We believe that it could very easily have a harmful effect on that 
effort and might well be the direct cause for increase in subsidy needs. 
The reasons for this are, we believe, self-evident. Just as permanent 
certification would have a softening influence on the carriers them- 
selves, so could the fact that the United States Government has under- 
taken in effect permanently to make up their deficits constitute an 
open invitation to all those with whom the local-service carriers do 
business to raise their prices for goods and services. The bargaining 
power of the local-service carriers to hold down their costs would be 
largely emasculated. 

Nor do we believe that permanent certification would solve the 
equipment problem, which the Board thinks is one of the major diffi- 
culties which confronts the local-service carrier. This problem has 
two aspects, one the matter of designing a suitable local-service air- 
plane, the second, the matter of financing such equipment on the most 
advantageous terms. 

So far as the design phase is concerned, it is extremely doubtful in 
our opinion that the absence of permanent certificates for these 14 
local-service carriers has played any material role. As indicated before 
there is no doubt in any of our minds that local air service as a trans- 
portation medium has passed beyond the experimental stage. The 
need for an efficient aircraft to perform that service is vital, whether 
the routes be operated by these 14 carriers or by other local operators. 

Manufacturers require the assurance of a market for their product— 
a market which is measured by the amount of local service performed 
rather than by the identity of the persons performing it. The Board 
has in the past continuously supported legislation which would pro- 
vide Government aid in the financing of a prototype design to meet 
this aspect of the problem. We continue to endorse this type of 
legislation. 

If a real need has been shown that new equipment financing is 
difficult and costly for local-service carriers, the Board would favor 
some form of legislation which would bring equipment financing costs 
of the local-service carriers down to the level proportionately of new 
acquisitions of rolling stock for rail carriers. But to try to solve this 
problem through permanent certification would fall far short of its 
purpose, we believe, and would bring about the strong disadvantages 
which I have outlined above. 

In response to a request from Senator Bricker, then chairman of 
the Committee on Interstate and Foreign Commerce of the Senate, 
the Chairman of the Civil Aeronautics Board on December 17, 1954, 
submitted a letter discussing the Board’s view toward permanent 
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certification legislation and transmitting an analytical review of the 
experience of all local-service carriers during the 4 calendar years of 
1950 through 1953. 

A copy of this report has been distributed to the committee this 
morning. This review, a tabular report, entitled ‘Local-Service 
Routes,” has been brought up to date, for the committee’s information, 
through the 12-month period ended September 30, 1954 (appendix 
A). For that 12-month period the carriers’ reports show that, as a 
whole, their excess of operating expenses over their commercial 
revenues amounted to approximately $24,400,000. Total mail pay- 
ments, including both service mail pay and subsidy, amounted to 
wearer Of this total, more than 95 percent would represent 
subsidy. 

The ‘‘Routes” reports show significant traffic and financial results 
reported by each local-service carrier. In addition, the report pre- 
sents 15 measurements of traffic density, financial operations, and 
carrier progress from year to year. Certain of the 15 show each 
carrier’s improvement, or lack of improvement, from one year to the 
next. 

Others of the 15 show each carrier’s traffic and financial accomplish- 
ments in relation to the industry average. It should be pointed out 
that in any determination of relative standings of the carriers among 
the whole group, there can be—and there are—shifts from one carrier 
to another in rankings for the entire group. For example, the routes 
reports show that while only 1 carrier in 1953 excelled in all 15 of the 
measurement groups presented. the same carrier for the 12-month 
period ended September 30, 1954, dropped back in 1 of the measure- 
ment groups, and a second carrier excelled in all of the 15 measurement 

oups. 
ee is no reason to think that, from year to year at this stage of 
development of the local service routes, the carriers will not continue 
to shift in relative position to each other in showing trends of opera- 
tional results in one direction or another. 

Despite the favorable short-term showing of the carriers during the 
high seasonal months of 1954, no carrier has petitioned the Board, as 
provided for by the act, for a reduction in its rate of service mail pay 
or its subsidy. In summary, total Government support of the local 
service carriers has represented, during the most recently reported 12 
months, 47 percent of all revenue received by the carriers, as a whole. 
For individual carriers this proportion varied between slightly more 
than 25 percent, as low, and 80 percent, as the high. 

Let me explain our difficulties more in detail. Our 14 local service 
carriers serve points in 14 different areas of the country. The bound- 
aries of these areas are not uniform in pattern, but are defined by 
reference to the routes operated. As our appendixes show, there is a 
considerable difference in the success which the carriers have had in con- 
ducting local service operations. Poorer showings can be attributed 
to any 1 or all of 3 causes; poor route layout, isolation factor of the 
territory served, or defects in management. 

Under the act as it now stands, the Board can at each renewal 
period reexamine the carrier’s route structure and make such modifi- 
cations in it, including the changing of the shape of the whole area 
served, as it finds will best suit the public convenience and necessity. 
It may well be that a part of the territory, served at a loss by one 
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local service carrier, could be incorporated into the route system of 
an adjoining carrier and served by the latter at a profit—which means 
that the ublic in the area would be getting better service. 

The bills would permanently freeze the areas now served and would 
hand them over on a permanent basis to the present 14 carriers. In 
effect, they would establish 14 separate closed systems, which will 
prevent the Board from making needed route readjustments from one 
carrier into an area served by another. It does so on the basis of 14 
areas which the Board is by no means prepared to say represent the 
ideal in either size, shape, or number. 

This freezing of the local service pattern protects the weak at the 
expense of the strong. Since it will not be possible in the foreseeable 
future for local service points to support any substantial amount of 
direct competition, the Board will not be able to award competitive 
routes in an adjoining area to a strong carrier to make it stronger. 
Merger or acquisition of control of the weak carrier would still be 
possible, but the ironclad protection granted the weak carrier through 
permanent certification and subsidization would place him in a tre- 
mendous bargaining position. 

The creation of 14 geographically separated monopolies is what 
makes this bill different in economic impact from the permanent 
certification of the trunk carriers through the grandfather provisions 
of the Civil Aeronautics Act. With the trunks, the great traffic poten- 
tial between large cities and the outstanding advantage of the airplane 
in long-haul transportation, made point-to-point competition economi- 
cally possible, thereby giving the Congress, through the Board, the 
power to provide the incentive for improved service to the public and 
through it, self-sufficiency. This tool is simply not available in the 
local service field because there just isn’t enough traffic to warrant 
more than one carrier on the great majority of local service routes. 

The local service carriers have urged in their presentation before 
the committee that a permanent franchise is necessary to them to 
obtain lower-cost financing, the advantages of long-term leases on 
property and other savings which permanent certification would offer. 
The Board agrees that there are some possible savings which could be 
realized in this manner, but that these savings would be negligible 
when compared to the disadvantages of permanent certification of one 
and all, the good and the not-so-good. 

The radio broadcast industry has not found it overwhelmingly to its 
disadvantage that licensees be required to prove public interest at 
recurrent 3-year intervals—and radio broadcasters enjoy neither a 
any in the area in which they operate, nor a governmental 
subsidy guaranty. 

The Board recognizes that there may be a strong sentiment in the 
Congress—we say that, because the bill did pass the House last year— 
favoring legislation of this nature, notwithstanding the arguments 
which we have presented today. Obviously, if such legislation is 
enacted, the Board as an arm of the Congress will continue to do its 
best, in working with these carriers, to provide the best possible local 
service to the small communities of the country. 

Mr. Dies. Mr. Chairman, may I ask a question? 

Mr. Harris. Would you mind an interruption at this point? 

Mr. Gurney. No, Mr. Chairman. 

Mr. Dies. I was interested in discussing this. 
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Does the Board have any suggested compromise in this matter in 
the way of making a longer period of certification that would meet 
some of the arguments that have been presented here and at the same 
time would promote efficiency in operation? Do you have anything 
to offer, in other words, to this committee? 

Mr. Gurney. No; the Board believes—and I am authorized to say 
that the Board believes that the act at present is very favorable to 
all kinds of air transportation—the Board believes that the act pres- 
ently gives the power to lengthen the term of the certificate for any 
number of years, or to even make it permanent. 

The Board feels that the Congress gave the Board the responsi- 
bility of deciding when these carriers were ready for permanent certi- 
fication and if 1 may just use my own words, we believe that these 
local service carriers have shown different degrees of progress, like 
some of them are in school, in the grades; some of them are in high 
school; some of the carriers are about ready to graduate from college. 

You will remember my statement, that some of them are getting 
as much as 80 percent subsidy; others 20 percent. 

Well, the one that is getting 20 percent is about ready to graduate 
from college. 

Mr. Digs. You recognize the tremendous inconvenience that 
everybody is put to, by these applications for certification—the local 
communities, the chambers of commerce, Members of Congress—we 
go through this thing every few years. 

Now, there ought to be some way. You oppose this legislation. 
It would seem to me that this Board could come forward with some- 
thing at least to eliminate the inconvenience or make these incon- 
veniences less often, I might say. 

Mr. Gurney. Well, yes, the Board has adopted that course, I 
believe. They just might be charged with being overzealous in 

utting out and lengthening terms of renewal, but from experience, 
Loving lived with this since 1938—I have only been there 4 years— 
the Board knows that when these carriers come in for renewal, great 
improvements are made in each local service route, to the great 
benefit not only of the carrier, but because of our big responsibility 
of changing the route system so that it gives better service to the 
carriers; to the communities in that area. The communities grab on 
to these times when the carriers come in for renewal and they petition 
to be included in the route systems, as you all know, and my experi- 
ence in the last 4 years is that they have succeeded in processing their 
cases before the Board, and I am sure that the members of this 
committee and the House in general have been gratified at the benefits 
and better services that they are getting from each local service 
carrier, because my memory tells me that the local service carriers’ 
route systems have been strengthened greatly at each renewal period. 
f I may allude a little bit to the story told by Senator, former 
Senator Josh Lee before the committee yesterday, it had to do with 
the time hearings were held down in the Oklahoma-Texas territory 
for the renewal of Central Air Lines, which has had a very tough time 
in finding enough traffic to make that line successful. In fact, at 
one time the Board only renewed them for 1 year. It was touch and 
go. The necessary 1 vote to make a majority was only obtained, giving 
Central a 1-year renewal or another year of experimental time. 

Since then they have been renewed on a longer basis, but at that 

time, when those hearings were being held there were big headlines 
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daily in the newspapers, that acquainted the public with the fact that 
they did have to support that airline in order to keep it, mostly on the 
‘‘use it or loose it’? theory. And, that advantage of getting in the 
newspapers, front page, was probably worth more in advertising in 
acquainting the public with the fact that Central Air Lines was there 
to serve them than the actual cost to the airlines of presenting its 
case. Good advertising, of course, acquainted the people. New seg- 
ments were given to Central Air Lines. They are now showing a 
tremendous increase in traffic. 

And so, I say again that, answering your question directly, Congress- 
man Dies, the Board feels they do have the authority necessary; do 
believe that the carriers are showing progress, and legislation of this 
kind is not needed. 

Mr. Dries. The question has not been answered. 

What I am concerned about is going through this business in our 
local communities in such periods and having the disturbing things 
take place, and it takes a great deal of time and effort and a lot of 
money, and it seems to me that something ought to be done directly 
about it. 

Mr. Harris. I believe, Senator Gurney, you make some suggestions 
which you are about to go into in case any legislation were to be 
adopted. 

Mr. Gurney. That is right, I was, but I was hardly going to come 
to the point Congressman Dies asked about. 

Mr. Harris. In view of what you have in your statement—— 

Mr. Gurney. I only have a few more sentences, and then I will be 
through with my testimony. 

Mr. Harris. Suppose that you continue with your testimony until 
you get through, and then we will have questions. 

It will not be but a few minutes. 

Mr. Witurams. Mr. Chairman. 

Mr. Harris. Mr. Williams. 

Mr. Wiis. I understand that the Senate bill contains a pro- 
vision which provides for temporary certification of certain places 
along the routes, which the House bill does not contain. 

Mr. Gurney. That is right. 

Mr. Wiuu1aMs. Do you discuss that in your testimony? 

Mr. Gurney. I will be glad to after I get this in, Mr. Williams, or it 

all right to discuss it now. 

Mr. Wiis. Is it in your prepared testimony? 

Mr. Gurney. No; I do not have it in my prepared testimony. 

Mr. Harris. You may proceed with your statement. 

Mr. Gurney. Thank you very much. 

If you do decide to recommend legislation along these lines, there 
are a number of relatively minor techical problems which should be 
ironed out before final passage. These problems include: 

(a) The status of one temporary local service route (route 106) 
presently being operated by trunklines; operated in northwest Iowa 
and Illinois and presently being operated by trunklines. 

(6) The status of routes operated by a local service carrier which 
might be merged or consolidated with a trunkline during the grand- 
father period. 

(c) The status of points on local service routes which are also on 
trunkline routes, and which have been suspended for the duration of 
the feeder’s temporary certificate. 
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(d) The status of newly certificated routes of local service carriers, 
where the new route has had a relatively short testing period. 

(e) The status of routes of carriers now before the Board for renewal 
and revision. Is the old route system the one to be permanently 
certificated or the new one? 

The Board would be pleased to furnish technical assistance through 
its staff members to help the committee if the committee so desires. 

Mr. Chairman, in conclusion I would like to restate the position of 
the Board as follows: 

1. The Board bows to no man in favoring air service to small 
communities of the United States on a permanent basis. 

2. The only way to obtain this permanency on a solid foundation 
is for each local service carrier to offer a service so appealing to the 
public it serves that it makes money. 

3. Permanent certification by legislative action would grant to 
these 14 companies a degree of economic security heretofore unknown 
in the United States—a de facto monopoly for each, on a permanent 
basis and with a virtual guaranty of a livelihood by the Government. 

4. Such economic security would kill the initiative necessary to 
produce the kind of local air service needed by the small communities 
of the United States. 

5. Permanent certification would be granted indiscriminately to all 
feeders—the weak as well as the strong; it would be granted in respect 
of the brand new routes for which no testing period has been had as 
well as for the ones already subjected to a longer developmental 
period. 

6. Permanent certification would raise the cost to the local service 
carriers of services and supplies. 

7. Permanent certification would wall off the United States into 
14 separate local service areas, virtually unchangeable in size, shape, 
and number, regardless of the public convenience and necessity of 
the areas. 

8. In protecting the weak carriers, it would put obstacles in the 
way of the strong carriers becoming stronger—by prohibiting in 
effect, route extensions outside a carrier’s protected area. 

9. Other industries, such as the radio broadcast industry, have not 
found periodic renewals to be an insuperable barrier to success. 

10. Permanent certification would not materially aid local service 
carriers in obtaining necessary new equipment. Both manufacturers 
and bankers are interested in a sound market for the manufactured 
product—for the one it assures salability of the airplane, for the other 
security for his loan. These results can be better achieved by legis- 
lation involving governmental aid which would place local service 
carriers on a footing of equality. Such an approach is the one the 
Board endorses. 

That concludes my prepared testimony, Mr. Chairman. 

Mr. Harris. Mr. Dies, do you have any further questions? 

Mr. Dies. No, thank you. 

Mr. Scuenck. Mr. Chairman. 

Mr. Harris. Mr. Schenck, do you have any questions? 

Mr. Scuencx. Yes; Mr. Chairman. Is it not true that if the local 
airlines were given better certificates, that they would develop a 
better financial structure? 
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Mr. Gurney. Well, that is quite a question, and covers a lot of 
oints. 
: If you give them longer certificates, does that mean that the Board 
therefore is taking away the responsibility of looking into the efficiency 
of management; will they be charged higher prices for their services; 
for their landings? For their labor? About 50 percent of the cost 
of running an airline is labor. 

With permanent certification will they be compelled to pay the 
same rates that a profitable long trunkline airline is now paying? 
Will they be charged the same landing fees that the large airlines are 
paying at the several communities served? Some communities co- 
operate now with the Civil Aeronautics Board in cutting down the 
total operating expenses of these local lines, charging only $1 per 
airplane landing for the use of their field. It is kind of a community 
effort to see that expenses are held low. Low rentals are charged in 
the hangar space, and for ticket sales space in the community terminal. 

People have taken the point of thinking that it is a cooperative 
effort, their community with the local service lines, to keep expenses 
down. 

Permanent certification by the Congress would, in the Board’s 
opinion, transfer the load entirely to the Federal Government. 

Mr. Scuenck. Now, in your final usggestion here on page 14 of 
your statement you say: 


These results can be better achieved by legislation involving governmental aid 
which would place local service carriers on a footing of equality. 


Is it not time that we got to the point where we had less Govern- 
ment aid rather than more? 

Mr. Gurney. That is right. 

on Scnenck. Then why would you recommend the Government 
aid? 

Mr. Gurney. This is in the matter of new equipment, purchase of 
new equipment, what we mean there, is a loan program on a basis 
where they could buy new equipment, such as an RFC loan or some- 
thing of that type, if they cannot get the necessary financing through 
the banks or investment houses. . 

Mr. Scnenck. Now, in another place here on page 11, you refer 
to the radio broadcasting industry. 

It is my understanding that hose licenses are just automatically 
renewed; that they seldom have any hearings to determine whether 
or not they shall be renewed. 

Mr. Gurney. But, at that time, a competitor can come in and ask 
for ~ same facility. Is that not right? At the end of any renewal 
period. 

Mr. Scuenck. It does not require a new certification, I do not 
believe. 

Now, why would it not be possible for your Board to issue what 
amounts to a permanent certification subject to review and subject 
to cancellation if the Board can prove that it should be canceled? 

Mr. Gurney. That would be fine. 

Mr. Scuencx. And put the burden on the Board rather than on 
the airline. 

_ Gurney. That would be better than the way the bill presently 
reads, 
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Mr. Douutver. Mr. Reporter, would you read back that last 
statement? 

(Thereupon, the reporter read as requested.) 

Mr. Scnenck. I would say, Mr. Chairman, it would seem to me 
that the function of the Board is to protect the public interest. 

Mr. Gurney. That is right. 

Mr. Scuencx. And if the public interest is to be protected by the 
cancellation of an improper certification, that is one thing, and a 
very desirable authority for the Board to have, but if it be just filing 
a new application every 3 years, or whatever it may be, then it puts 
a great deal of a burden on the local airlines, so to speak. 

Mr. Gurney. I do not think that is the Board’s intention, I 
think that the developmental period is well enough along so that it 
is not the Board’s intention to not renew the certificate of the carrier 
itself. These renewal periods are necessary during the developmental 
periods mostly to correct the route structure, so that the line can 
have a better potential, a better chance of picking up passengers and 
serving the different towns. 

It is not so much canceling the certificate as changing and bettering 
their trackage; how they shall possibly get to stub-in routes tied in 
together, possibly like in the case of Central Airlines, getting them 
other terminals. We have just certificated the Central i irlines, from 
Dallas to Fort Smith, Fayetteville, Joplin, on to Kansas City. That 
is what I mean. Give the Board an opportunity to make these im- 
provements after the hearing, on petition by the communities there, 
and justification by the carrier: 

That if we get this or that improvement to our trackage system, then we won’t 
have so much need for Government support. 

So, I reiterate, it is not so much that the Board feels they need the 
right to cancel the whole certificate; they need the right to help cor- 
rect the route, the total system of the carrier. 

Mr. WituraMs. Will the gentleman yield at that point? 

Mr. ScuEencx. Just excuse me, I want to get this one other question 
in, then I will yield the floor. I would say to the gentleman I think 
language can be put into that. 

Now, is there any coordination, cooperation, or correlation, between 
CAB and CAA, in trying to assist the communities to establish proper 
ports where they do not now have them? I mean by that, in the way 
of public relations, is there a program of showing the need and that 
sort of thing; is there any corelation between the two? 

Mr. Gurney. No; Congress has given the CAA the job of adminis- 
tering Federal aid to airports and services of technicians to the com- 
munities to help them lay out needed airports. 

Mr. Scuencx. I understand about Federal aid. That is not the 
thing I am particularly interested in. The thing that I am interested 
in is the matter of public service to the local communities to assist 
them in their planning. 

Do you do any of that? 

Mr. Gurney. Nothing more, Mr. Schenck, except that the Board 
assists wherever we can in helping the communities properly present 
their cases. After hearing the petitions of the communities, our 
public counsel in the cases that come before the Board, where they 
ask for service, presents the statistics and traffic potentials as they 
see it, as our staff has analyzed it to the Board prior to its decision. 
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Mr. Scuenckx. Thank you very much. 

Mr. Harris. Mr. Hayworth. 

Mr. Witurams. Mr. Chairman, along those lines, about placing the 
burden of proof on the Board to show that the change is necessary, is 
that in the law with respect to the trunklines which were certificated 
permanently many years ago? 

Mr. Gurney. I am quite sure it is not. May I ask our general 
counsel? 

Mr. Nunne ty. No, it is not. It is not permissible under the 
present law with respect to the local-service carriers either. 

Mr. Wiiurams. Has that caused the Board any difficulties with 
respect to the trunk lines, their inability to require extension of 
services? , 

Mr. Gurney. No; we have in the law authority, on adequate 
showing by the community, or by the Board, to order adequate service 
= any community that is on the trunk line, or local-service lines 
either. 

Mr. Wiuuiams. Would the proviso in the Senate bill, which is not 
carried in the House bill, serve exactly the same purpose? 

Mr. Gurney. Not quite. 

Mr. WituraMs. What would be the difference? 

Mr. Gurney. Well, the proviso is that it would give the territories 
to the local carriers permanently. For instance, from Memphis to 
Jackson, on the Southern Airways, those two towns would be per- 
manent. That is looking at the complete airline track. There are 
other terminals, such as Atlanta, and such as Birmingham to Atlanta— 
maybe that would be permanent. It depends on how the Board 
would list the territory, and how the bill would define a terminal. 
And then, the intervening towns, the small communities, would be 
on a temporary basis. ‘ 

That is with the provision or the proviso in the Senate bill. 

So, if you take out the intervening points, then your local-service 
line would be between Birmingham and Atlanta, Memphis, or Jackson. 
I do not want to spread it quite that far, because I am not sure that 
that is the intention of the Senate bill. But, it would take out the 
intervening towns, and then the traffic on the local-service lines would 
be point to point, serving the big ones just as they are now being 
serviced by the trunklines, and the purpose of the local-service lines 
is to give the smaller communities the service, the local service. 

Mr. Harris. Mr. Hayworth, do you have a question? 

Mr. Haywortn. Yes, Mr. Chairman. 

One of the hardships that the carriers indicated was the high cost of 
representation to the Board at the time of applying for certification. 

I got the impression that it was $50,000 or above for each appear- 
ance, or set of appearances. 

Mr. Gurney. We made a study of that yesterday, Mr. Hayworth. 
I have a little story here that we prepared and gave to the Senate 
yesterday and I will read it in just a second. I will give that answer 
as we have it here. 

The Board made private studies on two cases where the local lines 
came in to file their renewals. The first related to the Robinson 
renewal case, which later became the Mohawk Airlines up in the 
New York-Massachusetts area, the second related to the Ozark Air- 
line, to Kansas City, St. Louis, Chicago, and down to Memphis. 
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These 2 cases, we believe, are typical of 2 different types of cases 
which confront the Board on renewal. 

The Robinson renewal case dealt almost solely with the issue of 
renewal, while the Ozark renewal was highly complicated, in that it 
applied for lots of new segments and served new areas. 

So we feel that they are typical. 

This Ozark renewal involved petitions from 27 different com- 
munities—27 different dockets—and all of them were for the purpose 
of extending Ozark Airlines and service to the communities. 

The preliminary study showed that in the Ozark case the Bureau of 
Air Operations spent about $10,000 in salaries and the Bureau of 
Hearing Examiners, about $7,000. In the Opinion Writing Division 
it was approximately $1,500. That was Government cost. 

However, the time studies of the Bureau of Air Operations indicated 
that only 6 percent of the time spent was devoted to the issue of 
renewal. The remaining 94 percent of the time was devoted to 
the other issues in the case. 

Now we know that Ozark in its estimate before the committee, 
Senate committee on Monday, estimated its costs of renewal of around 
$100,000. But, that was because of all of these new segments and new 
areas and great changes that were made in its system. 

The estimate of Mr. Peach, President of Mohawk was that he 
spent—in the statement he made to your committee here—he esti- 
mated that the cost of their renewal was only $17,000. 

Now, that gives you the Government cost of two typical cases, 
renewal costs. 

Mr. Haywortu. What was the total Government and carrier cost 
of the Mohawk? 

Mr. Gurney. Well, I have only the Government cost that has been 
outlined here in the Ozark case, which was much longer than the Mo- 
hawk case. I am told by our staff, that the total cost to the Govern- 
ment was about $600 and then the $17,000 by the carrier. 

Mr. Hayworru. Do you think that that might be reduced in time, 
as the result of the experience? 

Mr. Gurney. I think it is reduced every time they come in with 
a renewal, unless they have cases such as the Ozark, that had so many 
different communities applying to be put on their system. And then 
different airlines come in, and there is a proceeding, an adverse 
proceeding that raises the costs. 

Mr. Hayworrs. I am talking about the Mohawk case, which 
would be typical of just a plain renewal. 

Mr. Gurney. Yes, that would probably be. I would not want to 
say that it would be lower than that. That was a very simple case 
and the carrier had made a good ae It is high on the list, 
about ready to graduate, and therefore, the case went along swim- 


mingly. 

Mr. Haywortu. There is another thing that I would like to ask in 
regard to the ain of plans for new equipment. That seems to 
me to be a very desirable thing. 


I wonder if any concrete steps have been taken in that direction. 

Mr. Gurney. Well, I do not know that the Board did have the 
obligation, to certify to the RFC when the carrier made application 
to the RFC—since the RFC has been discontinued—and, some loans 
were made to the carrier to buy equipment and even ground facilities— 
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Deeaenres Quite a bit of building was done in Alaska under RFC 
oans. 

Since RFC is out of the picture, I do not know if there are any 
Government facilities available to the airlines. 

Mr. Hayworts. Well, I was thinking of new transport equipment. 
I understand that it would be desirable to have perhaps a new type of 
plane for this type of operation. 

Mr. Gurerney. Well, the Board would have to study that, but I 
am sure the Board would say, that is, the complete Board—and I will 
say for it now—that we have no record of inability of airlines, even 
those in the—down the scale in the financial picture, as compared with 
other local service lines, even those down at the foot of the ladder, to 
get the necessary equipment to operate their lines, all of the flights 
they needed. 

Mr. Hayworts. All right, thank you. 

Mr. Harris. Is there anything further? 

Mr. Haywortu. Well, 1 would just like to ask this question. I 
would like to get your comment on this. It would seem to me—and 
I am a neophyte, just coming into it for the first time—but it would 
seem to me as though the immediate certification of any specific 
company would be an administrative job rather than a legislative job 
and it would seem to me that the legislative job is to provide the 
standards or the provisions for its certification. Would you comment 
on that? 

Mr. Gurney. Well, that is our responsibility and that is the job 
we now have under the act. 

I feel that the Board accepted that responsibility in the early days 
of the act’s passage in 1938 and they have been able to establish in the 
United States, under the provisions laid down, the best airline system 
in the world, and have made it possible for even the smaller communi- 
ties to get into the air and have local service lines, which pretty well 
blanketed the country and give the people of the United States the 
kind of service that they have the right to expect. 

Mr. WitutaMs. Will the gentleman yield at that point? 

Mr. Haywortu. Yes. 

Mr. Wituiams. Do you consider that any of these local service 
airlines have reached the point where they should receive permanent 
certification? 

Mr. Gurney. I can state definitely that the Board has not decided 
yet that they have reached that point. Mohawk Airlines has had an 
application for some time to be heard as to whether or not they should 
be permanently certificated. I think that application was put in last 
fall and, the Board, of course, takes the applications in order by 
docket numbers, but so far has not voted to expedite a hearing on 
that application. 

Mr. Wiuu1ams. Do you use the same yardstick, or criteria, in 
determining whether a local-service carrier should be granted perma- 
nent certification as you did when the trunk carriers were granted 
permanent certification? 

Mr. Gurney. Well, yes; I would say the Board has. The Board 
is of the belief that 47 percent subsidy for the carriers as a whole 
does not warrant permanent certification for all of them. As I have 
tried to say by my little story, some of them are down in the grades; 
some of them are about to graduate from college—and when they do 
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reach that point of graduating, where some of the airlines are operating . 


where we have dense population, where the route systems are about 
as good as they can be made, I think at that time, not too long hence, 
some of the airlines will be judged by the Board as ready for permanent 
certification. 

Mr. WiuuiaMs. Well, Senator, when it is determined when an 
airline has graduated from college, so to speak? 

Mr. Gurney. By the standing of its management; how efficiently 
they run the airline; their financial stability; the proportion of subsidy 
needed to cover total operating costs and return a fair return on the 
investment. All of those are factors that go in to making up the 
mind of the Board members as to when they are entitled to not only 
3-year renewals—or in that one case where we only gave the carrier 
a l-year renewal—a 5-, or 7-year renewal—and that 7-year certificate 
has only been given since I became a member of the Board in the last 4 
years. 

* Mr. Wittrams. How many trunklines were operating free of subsidy 
at the time they were granted permanent certification? 

Mr. Gurney. None. 

Mr. WiuuiaMs. That is all. 

Mr. Gurney. I was not there at that time. 

Mr. Harris. Mr. Beamer, do you have any questions? 

Mr. Beamer. Yes, Mr. Chairman, I have two things I would like 
to ask about. I think that all of these questions more or less duplicate 
or supplement each other. 

May I ask the Board, if you have established a policy, shall we 
say, in assisting those lines that you refer to as graduating or getting 
into a permanent class? 

Mr. Gurney. The program is to assist any local service line, be 
it at the bottom of the ladder or near the top. They are all the 
same. The Board looks at its management; it looks at the cost of 
maintenance of the airplanes; looks at all its costs, and makes sugges- 
tions, and where there is not efficient management, we will tell them 
so and cut them down in subsidy, if it is an expenditure that is not 
justified and on petition of the carrier, if it improves its route after 
notice of hearing and 

Mr. Beamer (interposing). The reason I am asking the question is 
this: Is there any consideration given to the needs of the communities 
that these carriers will serve? 

Mr. Gurney. That is the paramount factor that we look at in the 
beginning. 

Mr. Beamer. In other words, let me put it this way. Is it possible 
that many of these smaller carriers will possibly render a larger per- 
centage of services to the smaller communities than perhaps the larger 
and perhaps better financed company possibly could render? 

Mr. Gurney. Well, that is true. Tt depends upon the needs of that 
community; what they need. Do they want to go just to the ter- 
minal, or do they want to connect with a trunkline? Our records 
show that about one out of every 4 or 5 passengers that take off 
from a local service line terminal get on a trunkline to go a distance. 

Tt all depends on the showing or needs of that community, whether 
it is a feeder type of service or whether it is a trunkline service they 
need and can justify. 
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Mr. Beamer. May I ask this question. It probably has occurred 
on many occasions in the Board. Suppose there is more than one 
company competing for and requesting certification. 

Mr. Gurney. Yes. 

Mr. Beamer. May I ask then, in all frankness, what is the con- 
sideration? Suppose that they possibly are giving equal service but 
one is financially stronger than the other, because of the years of serv- 
ice, or because of some other arrangement. 

Mr. Gurney. First we decide whether or not the carrier interested 
in the certificate can give the community the service we think it is 
entitled to. 

The Board has authority to see that any carrier they certificate 
into the community does give adequate service. 

Mr. Beamer. Suppose both can give equal service and the smaller 
company, perhaps, would be able to enlarge its financial status if it 
had this additional service. 

Mr. Gurney. If it is a local service carrier, if it would improve its 
place in the sun, I believe the Board’s policy is to give the local service 
carrier consideration. 

Mr. Beamer. May I ask one more question? 

Mr. Gurney. But, there is another point that I do not want to 
overlook. I do not want to hedge on that. 

There is in the Air Coordinating Cemmittee a policy that our 
President adopted and said he would use as a guide. That statement 
is to the effect that the strong should carry the weak, to some extent. 

Mr. Beamer. In other words, you do not want this to happen, 
that the rich get richer and the poor get poorer? 

Mr. Gurney. I hope I have not conveyed that impression. 

Mr. Beamer. If we follow that philosophy—and I would not want 
to do it—but I am wondering if in that instance a smaller company, 
shall we say, financially, with smaller or lower financial structure, 
if it is asking for the same routing in competition or for certification for 
the same route, would it not be to advantage to the Federal Govern- 
ment, subsidywise, to give it to the smaller company? 

Mr. Gurney. Well, I still say that the Board should decide it so 
that the communities will get the best service. That is our obligation, 
our No. 1 obligation. 

Mr. Beamer. Well then, No. 2 is community? 

Mr. Gurney. No. 1 is the community. 

Mr. Beamer. No. 2 is planning to help the smaller? 

Mr. Gurney. No. 2 would be to get, take every advantage it can 
to get the local service carriers off the subsidy list. Wherever we can, 
we should do that. 

Mr. Beamer. Then finally, would you say that you should also 
help to save the Federal Government as much as you possibly can in 
the way of subsidy payments that are made? 

Mr. Gurney. Yes. 

Mr. Beamer. Is it not true that this smaller company has justifica- 
tion, perhaps, for getting some additional certification for local service 
and that it would be to its financial advantage and would that not 
also reduce the subsidy that is paid to it by the Federal Government? 

Mr. Gurney. Well, undoubtedly. Let us put a third one in there, 
Mr. Beamer. Let us say that we do not want to certificate a local 
carrier into a community where we know in advance it is not going 
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to be good for the carrier or the Government; where it is going to 
increase, beyond reason, the support program. 

Mr. Beamer. Well, I merely ask these questions, because only 
recently a similar condition presented itself and I was curious to 
know what policy could be followed in order to give these people 
some particular advantage. 

I am getting down to individual cases, Mr. Chairman, but I think 
it all covers the general principle. 

I will yield the floor, Mr. Chairman. 

Mr. Harris. Mr. Rogers, do you have any questions? 

Mr. Rocers. Yes, I have a question, Mr. Chairman. 

Mr. Harris. Mr. Rogers. 

Mr. Rogers. Does not the question that we are actually faced with 
boil itself down to simply this, that the authority granted under one 
of these temporary certificates is a privilege rather than a right. Is 
that not true? 

Mr. Gurney. That is right. 

Mr. Rogers. In other words, it is subject to suspension or termina- 
tion at the will of the Board. 

Mr. Gurney. Well, yes; but the Board must give the communities, 
- well as the airline, the right to be heard and must have full justi- 

cation. 

Mr. Rogers. Yes; I have been through some of those. 

Mr. Gurney. I do not believe the Board’s decision is quite as final 
as you said. 

Mr. Roaers. I do not mean to leave that impression. 

Mr. Gurney. They can take us into court, you know. 

Mr. Rogers. I do not mean to leave the impression that the Board 
aa acting arbitrarily. Iam sure that the Board has done a wonderful 
ob. 

, Mr. Gurney. Thank you. 

Mr. Rogers. It has not always met with my approval, but I know 
you have a tough job. 

But, the point that I am making is simply this: How far does your 
power go with relation to control over those carriers having permanent 
certificates, with regard to the suspension of the permanent certificate 
or the termination thereof? 

Mr. Gurney. Well, the Board has had, has been upheld in the 
courts in a case or two cases—one case I know. 

Mr. Nunne ey. In several cases. 

Mr. Gurney. At least where we suspended a trunkline carrier 
certificate, at several points, and gave that service to local service 
carriers, and the courts have upheld our decision. 

Mr. Rogers. Then you do have the right in that case? 

Mr. Gurney. That is right. 

Mr. Rogsrs. They actually took you to court on it. 

Mr. Gurney. Yes. 

Mr. Rogers. Now actually the problem with these local service 
carriers is a financial problem, as a practical proposition, is it not? 

Mr. Gurney. Well, the Board takes care of the difference between 
operating expenses and commercial revenues. 

Mr. Rogsrs. Yes. 

Mr. Gurney. Of course, it gives them enough to pay their expenses 
and an 8 percent return on their money. 
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Mr. Roesrs. Do you not think that a lot of these existing carriers 
could be taken care of on a long-term financing proposition if some 
program could be worked out where their: present routes could be 
-placed under a permanent certificate and their increase in “trackage” 
as you refer to it, or extension of those routes, could be on a temporary 
basis subject to the determination of their permanency later on? 

Mr. Gurney. We would like to see the law changed, if it is going 
to be changed, so that it would leave us with some flexibility so that 
we could continue to improve the route systems of every carrier. 
The more flexible it is, the better job we can do. 

Mr. Rogers. The permanent certificate holders now, unless they 
are very adequately financed by some financial angel, are required 
actually to operate with minimum facilities, are they not, Senator? 

Mr. Gurney. Well, no; because we have not—I say no, because of 
the 14 carriers we know of no carrier that is not able to get the best 
facilities available for the short-haul airlines. In fact—— 

Mr. Rogers. That is what I am talking about. 

Mr. Gurney. They could not operate their lines with inferior 
equipment. 

r. Rogers. I do not mean inferior equipment. I mean the 
minimum equipment necessary for the short haul. 

Mr. Gurney. The Board would not approve of inferior equipment. 

Mr. Rogers. I know that it has got to be airworthy. I appreciate 


that. But I mean they do not have the adequate facilities that they 
could make arrangements for if they had adequate financing or if 
they had permanent certificates. 

Mr. Gurney. The Board believes that they can purchase equip- 


ment, because the subsidy program makes provision for depreciation 
on the equipment and out of that or under that phase of the law 
they have been able to buy any equipment they wanted, and was 
available, or could lease it. 

Mr. Rogrrs. Thank you, sir. I will yield the floor, Mr. Chairman. 

Mr. Hesertron. Mr. Chairman. 

Mr. Harris. Mr. Heselton. 

Mr. Hesex.ton. I was interested in your statement in reply to 
ee by Mr. Williams and Mr. Hayworth, that the Mohawk 

irlines are about ready to graduate, as you put it. Will you outline 
the condition of the other airlines? 

Mr. Gurney. Some of the other airlines, Mr. Heselton, are in 
about the same position. I just mentioned Mohawk. 

Mr. Hesetton. But you outlined in answer to questions, I believe 
Mr. Beamer and others asked, the factors which led the Board to 
grant a permanent certificate. I believe on yesterday or the day 
before I questioned one of the witnesses as to when it was that the 
Board last granted a permanent certificate, and he replied that to 
the best of his knowledge one had not been granted since 1943. Is 
that correct? 

Mr. Gurney. I will have to turn to someone that has been on the 
Board longer than I. It is a matter of memory. In the 4 years I 
have been on the Board no carrier has been granted a certificate; that 
is, local service carrier. 

Have there been any granted since 1943, Mr. Nunneley? 

Mr. NunnEtEyY. I am Emory Nunneley, general counsel, CAB. 
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I believe there have been certificate amendments granted on a 
pecmentnes basis since 1943. There have been none, of course, in the 
ocal service carrier field. The all-cargo certifictaes have not been on 
a permanent basis. There have not, since 1946, if I recall correctly, 
been any permanent certificates granted in the international field. 
There were some granted in the Latin-American Air Service case in 
1946. 

Mr. Hesetton. I am confining myself to these feeder lines. 

Mr. Nunnetey. To the feeder lines no permanent certificate has 
been granted. 

Mr. Hesetton. I am interested to work with the Board in terms of 
trying to cut down or eventually eliminate subsidy. On the other 
hand, I can see the justice of the case that has been presented by the 
local feeder lines, inability to obtain adequate financing and then 
what Mr. Rogers just brought out, in developing an adequate airplane 
which we do not have today. 

Mr. Gurney. May I interrupt there and say that permanent certi- 
fication would undoubtedly aid them in equity financing. 

Mr. Hesetton. That is right. 

Mr. Gurney. But borrowing necessary money to operate their line, 
the Board believes is with them now. They do have enough guar- 
anties of support and showing of progressive increase in traffic so that 
investment bankers will loan them the money for their equipment 
problem. 

Mr. Hesetron. Well, I believe that you and I had some discussion 
when this matter was up before us last year as to why it was that 
the Board insisted on these relatively short period renewals running 
from 1 to 7 years. I think I asked the question why it was not 
feasible to grant them a 10-year extension or even a 15-year extension 
if they have reached the point. Can you comment on that in terms 
of what apparently is the existing difficulty financially that they are 
confronted with and the fact that we do not have anything but the 
DC-3 with all the difficulties in terms of replacement, maintenance, 
and so forth? 

Mr. Gurney. I believe the Board arrived at that 7-year figure 
because the Board does depreciate the airplanes, the largest expense 
item in the whole equipment field, in the period of 7 years; that is 
why they hit on 7 years for those carriers that have shown a good 
record of progressing to the point of self-sufficiency. 

The Board still has complete authority right now to grant a cer- 
tificate for any length of time—10 years, even 15, as you say. But 
if we should grant one of that length of time we would have equal 
justification for making it permanent, in my opinion. 

Mr. Hesevton. Well, I think you are quite right about that. 

Mr. Winitams. Would you yield for an observation? 

Mr. Hesetron. Yes. 

Mr. Wiuutas. I believe you said that the Board depreciates these 
planes at 7 years. I would presume that all of the planes flying now 
over 10 years old are out of existence? 

Mr. Hxesettron. Fully depreciated. 

Mr. WiiuiaMs. Fully depreciated. 

Mr. Gurney. That is right and we have that problem facing us. 

Mr. Hese.ron. I wanted to ask a couple of questions because I 
saw the statement apparently which you made before the Senate 
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committee, and I am not entirely clear as to the reasons which lead 
the Board to the conclusions which they present to us. You say— 

The Board’s reasons for the position may be summarized as follows: (1) Per- 

manent certification would lessen the incentive which these carriers now have to 
increase their revenues and hold down their costs. 
It is difficult for me to understand how any business organization 
that is operating on business principles would be led to decrease their 
revenues and increase their costs if they get a permanent certificate. 
Can you spell that out a little bit more for me? 

Mr. Gurney. Well, the costs are like the cost of doing any kind 
of business, they are going up. There have been demands all the 
time on the local carriers, from their pilots, mechanics, from all the 
other employees of the companies to increase wages. The employees 
of the local service lines have, through the experimental period and 
developmental period of the Board since 1946, operated as a team 
to keep costs down just to the lowest point possible under efficient 
management and safety. The employees of the Board, the com- 
munities, are all cooperating together to keep these costs down, to 
keep the local service into these communities for that airline so that 
the Government could make a good record of progressing toward the 
point where we get rid of subsidy. 

Mr. Hesetton. May I interject this: The Board does have under 
existing law, as I understand it, the power to review the propriety 
and reasonableness of the costs? 

Mr. Gurney. That is right and even if they had a permanent 
certificate we would still retain that right. 

Mr. Hesetron. You would still retain that right? 

Mr. Gurney. That is right. We would have that responsibility. 

Mr. Hesrettron. Yes. If there was any excessive costs the Board 
could overrule it in terms of the amount of subsidy they allowed? 

Mr. Gurney. Right. 

Mr. Hesetron. On the other side of the picture, can you conceive 
of any airline operating today that would not be interested in increas- 
ing the revenues by any means they could? 

Mr. Gurney. That is right, but still I look back at the record of a 
carrier recently, where changed management occurred, and immedi- 
ately they made an about-face in their financial program. Instead 
of going to the bow-wows that the Board believed, they are up among 
the top ones right away. 

Mr. Heseitron. How would a permanent certificate enter into that 
situation? 

Mr. Gurney. Well, the Board said to that airline, “We do not like 
the management. We do not think you are making the right deci- 
sions. We think you are leasing too much equipment. We think a 
lot of things. You should not have made these decisions that increased 
the out-go of your airline. We think they were bad decisions and the 
board of directors should change the management.” 

Mr. Heseton. Senator, the Board still has the right under the law 
to disallow applications for subsidy? 

Mr. Gurney. But supposing that airline had not agreed to those 
suggestions, had not seen maybe a lot of the things that the Board had 
seen that was wrong in the running of their airline, and had refused to 
do those things? They were still honest management and we would 


be compelled to pay the big amount. 
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Mr, Hesexton. Has any airline actually been able to force the 
Board to pay an amount that it said was improper? 

Mr. Gurney. No. 

Mr. Hesevron. There is your answer. 

Mr. Gurney. I did not quite get the question. 

Mr. Heseiton. You say that the airline went right ahead with 
something that the Board did not approve of. Then they come in 
and ask for the subsidy. Your staff men say that there has been no 
instance where the Board has said that is improper practice and it 
has been able to force the CAB. 

Mr. Gurney. No; we have not paid any amount out that the Board 
did not agree to, that is right. 

Mr. Husetton. The second thing, and I want to repeat I am as. 
interested as anybody, I think, on the committee in cutting down the 
subsidy, you say— 
Saddle the Government with an annual subsidy bill of over $20 million for the 
indefinite future. 
Much of what I have asked you about applies to that. Does the 
Board need any more law, and if it does I am prepared to file the bill 
and I personally think there ought to be some more law on it. But 
as it stands now under the President’s reorganization plan and under 
the existing law, and under the record we have of the decreasing sub- 
sidies, and on the record that has been submitted to us on these last 
two or three days on the past year of the anxiety of these lines to get 
off subsidy, how can you justify that statement that you will be 
saddled with $20 million subsidy indefinitely? 

Mr. Gurney. Under our present law we have full authority to 
change; there is a lot of flexibility. We can take whole segments off 
an airline’s track system, a whole segment. We put on new ones, we 
can continue to put on new ones if we get this new law enacted. 
Nevertheless, the improvement, taking communities off, making it 
possible for a carrier to switch its track, that is what we need to keep 
to be in position to give the best help to the air carrier itself and the 
community, and the area in which they serve. Flexibility, we must 
retain that. 

Mr. Heseiton. Do you not have that under the permanent 
certification? 

Mr. Gurney. Then, to further answer your question, the overall 
subsidy, and I agree that quite a bit of the increase in subsidy is 
because of increased costs—gasoline and oil, for that matter, and 
everything else you can think of—in 1953 it was $21 million for local 
service carriers. In 1954 it was $24 million; 1955, $25 million; and 
the same is projected for 1956 from $21 million there in 4 years. 
You can go back to 1951 when it was $17 million. 

Mr. Hesetton. Of course, some of that is due to the increased 
amount of traffic. 

Mr. Gurney. That is right, and more plane-miles. We are serving 
more communities. 

Mr. Hesston. That is right. 

Mr. Gurney. I think the unit cost, that is, per passenger, the unit 
support, the subsidy, per passenger for a pound of mail, has gone down. 

Mr. Hese.ton. Although I would like to continue this for some 
time, I have.a very high regard for you personally, I may say. 
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Mr. Gurney. Thank you. 

Mr. Hesetton. You talk about flexibility. Only yesterday I saw, 
in particular I believe it was United, the decision of the Board to dis- 
continue a service to The Dalles or wherever it was, and it was upheld 
by the courts. You do have that power or flexibility even though it is 
a permanent certificate; do you not? 

Mr. Gurney. I do not know about the decision of yesterday, but 
we do have the right to suspend a trunkline, even a permanent certifi- 
cated line, and if the local service lines are permanently certificated, 
then they would be in the same legal position as trunks are now. We 
do have the right to suspend, but the court has said, ‘“You must have 
a forward point. It must not be a complete cancellation. You must 
prove to the court it is truly a suspension rather than a complete 
cancellation;”’ that is the present law. 

Mr. Hesetton. Thank you. 

The Cuarrman. Mr. Dollinger? 

Mr. Douturncer. No questions at this time. 

Mr. Sprincer. Mr. Chairman? 

The Cuarrman. Mr. Dolliver is recognized. 

The chairman will state that it will be necessary to adjourn this 
hearing at noon. There is a conference board coming up immediately 
when the House convenes and we will go immediately thereafter to the 
tax bill and it will be necessary for us to adjourn for the tax bill. 

Mr. Douutver. Chairman Gurney, I wanted to be sure I under- 
stood a remark you made. You said, as I understood you, that 
47 percent of the cost of operating the airlines was subsidy. Is that 
47 percent with reference to the local airlines? 

Mr. Gurney. Local service lines. 

Mr. Douuiver. I wanted to make that clear. 

Mr. Gurney. Right. 

Mr. Dotutrver. There are some of the trunklines that are operating 
without subsidy and are on a basis of compensatory mail pay; is 
that not correct? 

Mr. Gurney. Yes. Out of, I believe, 13 trunklines, 4 are on subsidy. 

Mr. Douutver. The majority of trunklines are self-sustaining? 

Mr. Gurney. That is right; they are Colonial, Northeast, Braniff, 
and Continental, still on subsidy. 

Mr. Douutver. I think you are aware of my interest in the local 
airline service problem and it is a very serious one, and one we are 
all anxious to get solved. This suggestion was advanced to me some 
days ago by the Civil Aeronautics Administrator for one of our States 
in the Seawent Would it be possible for an intrastate system of local 
service airlines to be built up under a local authority without reference 
to the powers of the Civil Aeronautics Administration and the Civil 
Aeronautics Board, except for safety factors? Have you ever studied 
that kind of a proposition? 

Mr. Gurney. That has been tried out in California. California 
Central Airlines, and possibly some others, have operated intrastate 
and under the public utilities laws of that State. I believe there are 
others operating in other States, but I cannot name them at the 
moment. 

Mr. Douurver. Of course, such an operation will not get the benefit 
of any mail subsidy. 
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Mr. Gurney. That is right unless they applied to the Board and 
got a certificate for carrying the mail, it is our belief that they are not 
entitled to subsidy. In fact, the law says “mail certificate.” 

Mr. Dottutver. Of course, if they do not have any mail-carrying 
rights and not being entitled to any mail subsidy, you then would have 
no authority over their operations? 

Mr. Gurney. That is right, except as you say, in the safety field. 
There is that other little quirk in our law of course that provided they 
do not carry interstate traffic and we do have a case on that proceeding 
now. 

Mr. Dotitver. Has that been determined by the courts? 

Mr. Nunnetey. It has been determined in the United States dis- 
trict court and is on appeal to the court of appeals. 

Mr. Dotutver. What was the decision? 

Mr. Nunnetey. The district court held that the carriage of inter- 
state traffic made no difference. We do not agree with that decision 
and have appealed it. 

Mr. Douutver. Will you state that again? 

Mr. Nunnetey. The case there involved a carrier physically oper- 
ating only within the State of California, but according to the allega- 
tions of the complaint, carrying interstate traffic. The district court 
ruled that it was nevertheless not subject to our jurisdiction under 
the act. We have appealed that decision. We believe it is wrong, 
and our position is that where a carrier engages in the carriage of inter- 
state traffic, not only occasionally or unintentionally, but in a course 
of action which involves regularly carrying such traffic, the fact that 
its operations are physically limited to a single State does not prevent 
the Board from having jurisdiction under the Civil Aeronautics Act. 

Mr. Douuiver. In other words, that is now in litigation? 

Mr. Nunne trey. It is in litigation. 

Mr. Doututver. Thank you. 

The CuarrmMan. Mr. Williams? 

Mr. Wixiuiams. Mr. Chairman, I have quite a number of questions 
that I would like to ask and it is very close to adjourning time. Are 
we going to have the witness back? - 

The CHarrRMAN. It seems rather improbable. We might work out 
some schedule to have Senator Gurney come back before the com- 
mittee. We start next Tuesday on some health hearings before the 
full committee. We will have to see if there is a possibility of work- 
ing out a schedule. 

May the Chair state that I have a number of questions that I 
wanted to ask and I am sure Mr. Wolverton has, Mr. Hale, Mr. 
Carlyle and others. If it is convenient for you to come back on 
Monday, we will set a meeting for 10 o’clock Monday morning. 

Mr. Harris. I think it would certainly be appropriate. 

The CuarrmMan. At this point, may the Chair inquire with respect 
to two other witnesses who asked to be heard. If they can present 
their testimony in brief at this time, in case they care to do that, or 
to come back and do so at the end of the session on Monday, either 
will be all right, but it will have to be brief at this time. We have 
Mr. William Hogan and Mr. James Ray. 

Mr. Gurney, we will excuse you then at this time with a meeting 
set for 10 o’clock Monday morning. 

Mr. Gurney. I will be here. 
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The CuarrmMan. Thank you. 

Is Mr. Hogan in the room? 

Mr. Hogan. Yes, sir. 

The Cnarrman. How much time will you require? 

Mr. Hogan. Mr. Chairman, I would prefer if we could come back 
eres if that is agreeable to you. We would be better prepared, 
I think. 

The Cuatrman. Now, is Mr. Ray in the room? 

Mr. Ray. Yes, sir. 

The CuarrmMan. Could you be here Monday? 

Mr. Ray. I would prefer to be here Monday. 

The Cuairman. Then I think that would be the most convenient 
for everybody concerned. 

I have a statement here of Dr. Robert B. Stewart, chairman of the 
Board and president of Lake Central Airlines, which has been sub- 
mitted by Mr. Gwin Hicks, which will be inserted in the record at 
this point. 

(The statement referred to follows:) 


STATEMENT OF Dr. Rospert B. Stewart, CHAIRMAN OF THE BOARD AND Pruesi- 
DENT OF LAKE CENTRAL AIRLINES 


This is a statement prepared for the consideration of congressional committees 
conducting hearings regarding certification of local service airlines. 

My name is Robert B. Stewart. For the past 2 years, I have served as president 
of Lake Central Airlines under a trusteeship established by and subject to the 
approval of the Civil Aeronautics Board. I am also vice president and treasurer 
of Purdue University, the land-grant college of the State of Indiana. In this 
capacity, I have responsibility for the management and investment of university 
funds and trusts. I am also secretary-treasurer of the Purdue Research Founda- 
tion and in this capacity have the responsibility for the management and invest- 
ment of foundation funds. At one time, the foundation was owner of the now 
liquidated Mid-West Airlines. I was secretary-treasurer of Mid-West Airlines 
during the period of foundation ownership and directed liquidation of the airline. 
The foundation has more recently financed North Central Airlines to the extent 
of $1 million on equipment loans. That airline has also had severe difficulty with 
its equity financing of which our foundation refused any part. In connection with 
my work as treasurer of Purdue University and the Purdue Research Foundation, 
it is also necessary for me to borrow large sums of money on long-term bonds or 
through banks and mortgage agencies. 

I am also vice president and a member of the executive and of the investment 
committees of the Standard Life Insurance Co. of Indiana and thus share in the 
responsibility for the investment of several million dollars annually in securities 
“Pysonriate in Indiana. 

ith the foregoing background of responsibility and experience in the invest- 
ment of many million dollars in securities and with the responsibility for both 
public and private investment, I am testifying that one of the most difficult 
problems facing the local service airlines is the uncertain tenure of their certifi- 
cates. It is almost, if not entirely, impossible to interest any semblance of sound 
business interests, either individuals or groups, in local service airlines equity 
financing. It is known to be an engineering fact that until these airlines can 
approach a 60 percent load factor, it is necessary for them to be paid extra amounts 
to enable them to perform the service imposed by the Federal Goverr:ment for 
transportation and adequate communication between our peoples. It is being 
demonstrated that it will be several years before self-sufficiency is reached but the 
pattern is favorable and is similar to the history of the now essential and successful 
trunk carriers. 

In connection with this problem, it is the considered judgment of those who have 
studied the Lake Central operations with me that it will take us at least 6 or 8 
years to test out and properly realign the local service routes of the airline in its 
allotted territory—Indiana, Ohio, Michigan—in such a manner as to permit a 
self-sufficient operation. Our experience in approaching businessmen and others 
located in the several cities on our routes indicates that the first requirement placed 
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by these men upon making an investment in airlines to serve their own cities 
would be a certificate of sufficient duration so as to permit honest and competent 
management to develop the route structure and traffic necessary to allow self- 
sufficiency. Businessmen in our territory are frank to admit that the local 
service type of scheduled air carrier is most important to the maintenance of their 
business contacts in this airage. Yet they demand, for equity finance purposes, a 
charter which will provide the time needed to perfect the service they require. 

We consider it essential therefore that the Federal Government provide for the 
development of the local service airlines system in such manner as to meet the 
needs of our local communities. In order to sustain the general economic welfare 
of our territory as well as to meet the defense requirements of the Nation, it is 
essential that the smaller, satellite cities around the trunk terminal centers 
should be linked with air service. To this extent, therefore, the Federal Govern- 
ment should consider payments to the airlines as, in effect, subsidies to the local 
communities; the airlines in turn should look to the local communities for sufficient 
equity capital to meet the basic needs of equipment and operating personnel to 
provide the necessary service. 

Important businessmen in the smaller cities served by our airline have assured 
me in various ways that they will portions in this problem to meet the needs 
of our communities as well as to a attain the self-sufficiency of the airlines 


desired by the Civil Aeronautics Board provided the airlines are granted a certifi- 13 

cate long enough to permit them to re the development of their business in 

accordance with the traffic forecasts. his means, for example, that we would pr 

have an immediate certificate for not less than 10 years. Under present condi- 

tions, it appears that it will be approximately 2 years before a decision can be 

made relative to any renewal of our certificate or relative to the term of our an 

certificate. This means that during the interim, it is impossible to actually secure ) 

pt on capital although we have promises for the provision of capital if a certificate 

of sufficient length is provided. During this interval, therefore, only genius can Bo 

so motivate a competent staff and secure such capital as will hold the airline 

together, let alone properly develop business. Yet our energies should be freed y 

from the present uncertain, seemingly unlimited, and time-consuming hearings u 

in Washington so this development can take place. We must be freed from qu 

damnation, then, for not developing business so that our efforts can be more lim 

concentrated on that task. , 
I am certain that the circumstances surrounding other local service carriers at 

bear up my own experience which, in turn, is buttressed by the attitudes with 

which I deal in connection with the investment and use of many millions of dollars 

in business enterprises. It is to break this impasse that I have concluded it to STi 

be important that the Congress authorize the immediate permanent certification d 

of the local service airlines within their respective areas, particularly if the routes 

themselves are not thereby frozen and the Civil Aeronautics Board, in conjunction A 

with the respective carriers, can continue to study the realignment of route pat- 

terns and the rate structure based upon the variable growth of traffic. h 
The CuHarrMan. The committee will stand. adjourned until 10 ti 1 

o’clock Monday morning. far 
(Whereupon, at 11:50 a. m. the committee recessed to reconvene at "y 


10 a. m., Monday, February 28, 1955.) 
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MONDAY, FEBRUARY 28, 1955 


HovusE or REPRESENTATIVES, 
ComMITTEE ON INTERSTATE. AND FoREIGN COMMERCE, 
Washington, D. C. 

The committee met, pursuant to adjournment, at 10 a. m., in room 
1334, New House Office Building, Hon. J. Perey Priest (chairman) 
presiding. 

The CHarrMan. The committee will come to order. 

We will resume the hearings this morning on the bills H. R. 2225 
and H. R. 526. 

We have with us again the Acting Chairman of the Civil Aeronautics 
Board. 

We always refer to him as Senator Gurney. 

We are very happy to have you come back this morning to answer 
questions that some members were unable to ask, because of the time 
limitation last Friday. 

To start with I have just 1 or 2 questions that I would like to ask 
at this point. 


STATEMENTS OF HON. CHAN GURNEY, ACTING CHAIRMAN, 
AND EMORY T. NUNNELEY, JR., GENERAL COUNSEL, CIVIL 
AERONAUTICS BOARD—Resumed 


Mr. Gurney. Mr. Chairman and gentlemen 

The Cuatrman. The first question I have relates to the question of 
time involved—not only the time, but the expense—in applications 
for renewal of certificates by local service airlines. 

We had testimony before the committee last week—I believe I am 
using the correct airline, the Pioneer Airline, to the effect that the 
airline’s certificate would expire on March 31. 

The president of that airline stated to the committee that a pre- 
conference hearing had been scheduled for March 14. 

I asked him, that assuming the usual procedure were followed, how 
long it might be before he could expect to know whether or not their 
certificate would be renewed. His answer to that question, as I 
recall it, was possibly 18 months—anywhere from 18 months to 2 
years. 

I wish you would give the committee your viewpoint on the timelag 
involved in the hearing of a renewal application. 

Mr. Gurney. Do you have the date it did expire? 

The Cuarrman. I use that as one that is rather immediate and one 
that impressed me as a situation that deserved some attention. 
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Mr. Gurney. Thank you very much, Mr. Chairman. 

I do not have right in front of me the exact date that Frontier’s 
certificate was to have expired. 

I do know that it has been impossible for us to set down in advance 
of the expiration date anywhere near as much as a year before the 
certificate expired; set down the prehearing conference. 

So, this prehearing conference on Frontier probably was set down 
about March 14, at a date subsequent to the actual expiration of its 
previous renewal certificate. 

I think he probably testified to that effect. 

And, it is quite possible that his testimony on taking 18 months 
might be correct, especially in contested hearings with other airlines 
objecting to parts, renewal of parts or segments of Frontier Airline’s 
route system. 

Controversial cases take longer than one that is not contested. 

I think he is a little long in saying 18 months to 2 years. 

He is in a territory where other local service airlines do not interfere 
too much, and I remember the Board hearing requested Frontier to 
extend its lines from a point in Montana up into the Williston field, 
and I am quite sure that that hearing procedure did not take anywhere 
near 18 months. 

The CuarrMaNn. That is, for an extension of the line? 

Mr. Gurney. That is right. 

And I have here a record on the number of years that the Board 
granted renewal life to each local service line. That is how many 
months’ renewal did they have after the Board acted. 

In other words, to give them a 3-year certificate, or a 5-year cer- 
tificate and date it back, how many months actual new life do they 
get? And this schedule that the staff has prepared over the weekend 
is now available for printing in your record and will give you some 
specific information along that line. 

(Matter referred to above was later inserted and appears on p. 185.) 

Mr. Gurney. The administrative procedure act sets forth certain 
procedures we must go through and we have a prehearing conference 
and give notice of what subjects are to be handled at the hearing; 
what route segments are going to be considered; and different carriers 
come in and give notice at the prehearing conference that they want 
to act as intervenors or participants in the case; and pretty well out- 
line the kind of evidence that is going to come in 

Then the examiner sets the date for the actual hearings to start, 

robably 30 or 60 or 90 days after a prehearing conference. Then we 
hold the hearings, which may last as long as a month, and then it 
takes a few months for the examiner to make his initial decision. 
After the decision is out, why, the interested parties may file objec- 
tion—briefs. The examiner gives them time to reply. 

So, it does take at least a minimum of a year. And, from that 
there have been contested cases that run longer than that. 

The CuartrmMaNn. Then could you give us an estimated avernee 
the time required for each renewal application? Would you have 
figures to indicate what the average is? 

Mr. Gurney. Well, I think it would be better if we probably gave 
you a minimum of a year from the time of prehearing conference. 

The CuarrMan. Until there is a decision? 
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Mr. Gurney. It is pretty hard to give an average, unless we look 
into the record. 

The CHarrMan. Well, I realize that. 

It just seems to me that when we considered the time involved, 
plus the expense to the airlines for such a hearing, that the time was 
too long and the expense too much. That was the reaction that I had 
from testimony we received last week from representatives of the 
local service airlines. 

I think the minimum figure given to the comittee as to the cost to 
the airlines of going through a hearing renewal application was 
around $50,000. Some put it as high as $100,000. That was the 
expense to the airlines alone, not to say anything about what it cost 
the Government of the United States to conduct such a hearing. 

Mr. Gurney. Well, that expense of renewal is taken into considera- 
tion in setting up the operating expenses of the airlines. 

The CHarrMan. Well, on that point, would it take into considera- 
tion or does that mean that it would enter into the question of the 
subsidy figure that might be allowed? 

Mr. Gurney. The legitimate legal expenses are considered as 
expenses, part of the expenses in operating the airlines and conse- 
quently if they did not get their expenses from commercial revenue, 
why, subsidy would make up the difference. 

The Cuarrman. Senator, I am not going to go further into that, 
I did want something in the record on that question from you. 

There is one further question I would like to ask at this point. Is 
the position taken, or followed by the Board, is it the unanimous 
opinion of the Board, or is there a dissenting opinion with reference to 
the position taken by the Board on this legislation? 

Mr. Gurney. On this legislation, there are 4 members of the Board 
at the present time and the sentiments I expressed here last Friday 
are concurred in by 3 members of the Board, which is a legal majority. 
One member, Colonel Adams, dissented, and is in favor of the bill, 
with a proviso that he expressed personally in his testimony before the 
Senate committee. 

Mr. Harris. Will the gentleman yield at that point? 

The CuHarrman. | will yield to you. 

Mr. Harris. Senator, you did explain that last Friday, but I be- 
lieve you stated, as you have just now, that Colonel Adams did go 
before the committee over on the other side. 

Mr. Gurney. That is right. 

Mr. Harris. The Senate committee. 

Mr. Gurney. Yes, sir. 

Mr. Harris. Was it your intention to file a statement for the record 
here as to what Colonel Adams’ position was? 

Mr. Gurney. Why, he had a prepared statement. That is avail- 
able to the committee, I am sure, and we will be glad to furnish it if 
you care to have it. 

Mr. Harris. I notice that he is not here. 

Mr. Gurney. No. 

Mr. Harris. I did not notice he was here last Friday. 

Mr. Gurney. No; he informed me as did the other members of the 
Board that they would be glad to come, should the committee ask them 
to come. 
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Mr. Harris. I appreciate that; but in view of the fact that you have 
advised us that Colonel Adams did have a different opinion, it has 
occurred to me that for the benefit of this committee, we should have 
that statement filed with us. 

Mr. Gurney. We will be glad to furnish it to you to put into the 
record at this point, if you care to have it. I will furnish it for the 
record at this point. 

The CuarrMan. Very good. Thank you very much. 

(The statement by Mr. Adams is as follows:) 


STATEMENT BY Hon. JosepH P. ApAms 


As I have already indicated in writing slightly more than 2 months ago to the 
former chairman of this committee, I am in favor of permanent certification for our 
local air carriers, particularly if the Civil Aeronautics Board retains some flexibility 
of control in the grant of the new certificates as to future adjustments of loss points 
or route segments. In my letter to the former chairman of this committee dated 
December 17, 1954, I stated this position as follows: 

“To preserve flexibility as to future adjustments of such local service carriers’ 
routes as may receive permanent certificates, I would suggest that the new perma- 
nent certificate represent a skeleton of strong terminal points, with the inter- 
mediate cities qualifying for permanency as they reach a volume of traffic genera- 
tion sufficient to reimburse the carrier for all direct costs and a reasonable share of 
indirect costs.” 

' As the balance of that letter makes clear, my position on the basic issue of 
permanency for these carriers is simply that it is time for us to recognize that these 
carriers are here to stay just as the smaller communities which they serve are here 
to stay. 

In the balance of my statement today, I should like to avail myself of this 
opportunity, since my position is contrary to that of my colleagues on the Board 
on this matter, to explain how this difference of view came about. As I see it, 
the basic question here is simply where are the local carriers going and just what 
role is to be played in the future by these carriers? The answer to the question 
obviously involves two important problems—what kind of service are these car- 
riers to provide and how will that service affect the subsidy mail pay bill? 

I should like to make it clear in the following testimony that I am as concerned 
as anyone else over the amount of Federal subsidy support which these carriers 
have thus far required but as concerned as I am on this matter, of even greater 
importance, I believe, is the service which these carriers can and must provide 
to the smaller communities in this country if we at the Board and you in Congress 
are to promote and develop air transportation to all of our people as it should be 
promoted and developed. 

After tracing for you the points of difference between the present majority of 
the Board and myself, and making clear that the current difference between us 
is one as to the relative significance to be attached to subsidy on the one hand 
and service to the public on the other, I shall point out that the present position 
of the majority is a distinct departure from that taken by a unanimous Civil 


Aeronautics Board on this very question of permanent certification when this air-t 
whole local airline experiment was begun 11 years ago. Finally, I should like app: 
to indicate where I think the local carriers are going, and how their progress can this 
be continued through their efforts and those of the Board so that the best interests I co 
of not only the taxpaying public, but also those of- the traveling public will be civil 
adequately protected, consistent with the development of a sound air transpor- 1954 
tation system. spon 


THE IMPORTANCE OF SUBSIDY 


dem: 

My first significant difference with the majority occurred in 1952 on the occasion nate 
of the renewal proceedings for two of our local air carriers, Wiggins and Mid-West by it 
Airlines. These two cases were decided in Apri] and October of that year and by a 
the majouity terminated the operations of both carriers, primarily on the grounds redu 
of the excessive subsidy required by a continuance of their certification. It was expe 
my view in both cases, that while subsidy was a factor of cardinal importance, redu 
the majoity had not allowed either carrier sufficient opportunity to demonstrate carri 


the need for the service which they provided or could provide. The eee 
to demonstrate this need involved, as I saw it, not only the period of time required, 
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but the authorization for both carriers of a more economical route system with 
economical aircraft. 

The next significant development in my own attitude toward the whole local 
carrier problem is indicated by a speech which I delivered in April 1953, to the 
First Pacific Northwest Airport Conference in Eugene, Oreg. On that occasion 
I pointed out that subsidy, which at that time was mounting, was actually subsidy 
to the small cities el by the local air carriers and that it therefore behooved 
all such communities to support such carriers in every conceivable way in reducin 
the total subsidy bill. I mention this talk simply to indicate that I was eceatinnl 
over the subsidy bill and was endeavoring to put my finger on at least one general 
method which, if fully exploited, might well cut the subsidy bill. 

This philosophy of mine was stengthened and crystallized in a speech which 
I made in November 1953, to the annual meeting of the National Association of 
State Aviation Officials at Edgewater Park, Miss. This speech was later reduced 
to a Law Review article appearing in the autumn 1953 issue of the Journal of 
Air Law and Commerce. My thinking in both the speech and the article was 
simply that the entire future of our local airline experiment depended in great 
degree upon community supvort. I stressed the important role to be played 
by both States and cities in working closely with the local air carriers toward 
increasing passenger traffic and revenues and thereby reducing the Federal subsidy 
bill for these carriers. Upon the basis of questionnaires which I sent to every 
local air carrier, I recommended six specific actions which civic bodies of all types 
could take in cooperating with the local carriers to increase revenues. 

I recognized at the same time, however, that both the local air carriers them- 
selves and the Civil Aeronautics Board had very definite responsibilities toward 
this end as the following quote from the Law Review article makes clear: 

“This, then, is the case for State aviation agency participation in local service 
airline passenger generation. 

“In making this case, I do not overlook the oft-repeated claims that the local 
service airlines will succeed only when they receive a new short-haul airplane; or 
that only a removal by the Civil Aeronautics Board of certain restrictions on local 
service operations will guarantee success; or further, that only a greater produc- 
tivity on the part of local service airline management will guarantee success. All 
such claims and suggestions unquestionably have real merit. Unfortunately, 
however, they will all take substantial time to effectuate, if in fact they can be 
effectuated. Furthermore, as I have already pointed out, the Board and the 
local carriers have already made a start on a program which will examine most, if 
not all of such suggestions.” 

I emphasize these 2 speeches of mine for 2 reasons—first, that it be clearly 
understood that the subsidy bill is no less important to me than to any other 
Board member, and secondly, that I was doing my utmost to offer a tangible 
method for reducing subsidy while recognizing at the same time that a real 
solution to the problem rested on the shoulders of at least 3 groups—State and 
other civic bodies, the local service carriers, and the Board itself. 


SMALLER COMMUNITIES AND THEIR AIR TRAVELERS ARE ALSO IMPORTANT 


While, as I have shown, I have always been concerned over the subsidy problem, 
I regard it as only one aspect of the Board’s duty to promote and develop a sound 
air-transportation system in the best interests of the public. In 1954 it became 
apparent that, in my Opinion at least, a majority of the Board was overemphasizing 
this one problem of subsidy, particularly the subsidy paid our local air carriers. 
I could not agree with such statements as the following which appeared in the 
civil air policy statement of the President’s Air Coordinating Committee in May 
1954. On page 14 of the President’s statement—a statement which, of course, was 
sponsored by a majority of the Board—the following appears: 

‘‘* * * Where continued and significant progress towards self-sufficiency is not 
demonstrated by a local service carrier, its operating authority should be termi- 
nated in an orderly fashion. To the extent that the services formerly provided 
by it are clearly required to meet a public need, such services should be furnished 
by another carrier capable of providing the service without cost or at substantially 
reduced cost to the Government. The program of route adjustments should be 
expedited in the light of the schedule to be established for an orderly phased 
reduction and eventual elimination of subsidy support for the local service 
carriers.” 

My own view, which I wrote on April 13, 1954, and forwarded to the President’s 
Air Coordinating Committee working group, is summarized in the following 
excerpt: 
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“Our present local air-service system is by no means perfect. It must 
continually be improved in the same way that it has been improved over the 
last 8 years. I nevertheless believe that it is here to stay, just as this entire Board 
through its chairman said it was here to stay on June 22, 1951, in a statement made 
before the local service airline seminar at Purdue University, Lafayette, Ind. 
[Emphasis added.] 

“In any event, in the absence of a careful consideration of all the public interest 
factors—and not subsidy alone—I do not agree that our well-established local air 
service system should be disrupted or eliminated by this Board’s announcing now, 
in this policy statement, that the one factor of cost is to determine whether cities, 
routes, or entire systems should be transferred from local service to trunkline 
service category; and that absent such transfer, true local air service to these 
cities, routes, or local systems will be entirely eliminated.” 

So much for a short history of my differences with a majority of the Board as to 
the importance of the role of subsidy in the development of our local air carrier 
program. 

THE PERMANENT CERTIFICATE PROBLEM 


Now as to the majority’s testimony today before this committee, I find that 
again I am in disagreement with their philosophy and their interpretation of the 
Board’s own past local air-service —— and also with their idea of where our 
local carriers can and should go in the future. 

As I stated at the outset, I believe that permanent certification should be granted 
these local air carriers simply because of my belief that these carriers are here to 
stay just as much as the smaller cities served by them are here to stay. In part, 
at least, I agree with our Chairman’s testimony that some of the claimed benefits 
of permanent certification are conjectural; but as I just pointed out, my grounds 
for urging permanent certification are simply that it is time we recognized the 
necessity for an indefinite continuance of the services rendered by these carriers; 
regardless of whether or not permanent certification will be a means of bringing 
about a long list of immediate and far-reaching benefits. 

I want it clearly understood that just as I think some of the claimed benefits 
of permanent certification may be conjectural, Iam also convined that the alleged 
calamitious results which will follow permanent certification (claimed by those 
who oppose these bills) are also highly conjectural, in my opinion, and have been 
emphasized out of all proportion. The claimed stultifying effect on the ambitions 
of these carriers to do a good and efficient job, to increase traffic and revenues and 
to cut costs are most doubtful, I believe, and highly theoretical. In oe 
the validity of these and other claims that permanent certification would destroy 
initiative, raise costs, and the like, the majority is completely overlooking, it 
seems to me, the power and duty which we as Board members have to see to it, 
in our mail-pay decisions, that inefficiencies of this type just don’t happen—and 
that if they do we have a duty to make sure that the Federal Government doesn’t 
pay for them. We have this duty right now relative to all of our carriers. We 

ave this duty as to our carriers whether they are permanently or temporarily 
certificated. And nothing in these bills, as I read them, need dampen our en- 
thusiasm to discharge this duty just as conscientiously as we possible can and 
should be doing right at the present moment. 

I stressed this consideration in my letter to the former chairman of this com- 
mittee last December where after pointing out that our local service subsidy bill 
was no longer increasing appreciably, but was actually leveling off, I made the 
following statement: 

‘Whether or not this leveling off of subisdy mail pay will be achieved or will 
actually be improved upon so that in the near future the annual subsidy bill will 
go down rather than up depends, as I see it, upon just how much the Board wants 
to achieve that end. It is my personal conviction that proper decisions in both 
route renewal and mail-rate cases can insure the continuance of needed and 
adequate air service to the United States local air traveler while at the same time, 
reducing the local air carrier subsidy bill. It is my further opinion that such 
reductions can be accomplished whether the carrier has a permanent or temporary 
certificate.” 

I still believe this statement and I would like to expand upon it, if I may, in 
light of the Chairman’s testimony of today. 


THE BOARD’S ORIGINAL LOCAL AIR CARRIER PHILOSOPHY 


Today’s testimony indicates again, it seems to me, that the majority of the 
Civil Aeronautics Board is overemphasizing the importance of subsidy and 
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economic self-sufficiency, to the exclusion of other very important public-interest 
factors. Of at least equal importance to the factor of self-sufficiency is that of 
adequate airline service to our entire country. This fact was recognized by a 
unanimous Civil Aeronautics Board when it decided to sponsor the local air- 
service experiment more than 10 years ago, on July 11, 1944. You have heard 
earlier the testimony of our chairman in which he quoted from that landmark 
Board decision. Unfortunately, the quotes he used were only those dealing with 
the importance of subsidy. The very next paragraph after the last one quoted 
by him in his testimony indicates that a unanimous Board at that time recognized 
the importance of the public service factor and how that factor epitomized the 
Board’s basic duty to promote and develop air transportation. The paragraph 
reads as follows: 

‘In view of these considerations, it becomes apparent that the provision of a 
short-haul and local service with. aircraft will be, in a very great measure, an 
experimental operation, and constitutes a problem with respect to which we have 
little or no information of a factual nature. But since the challenge exists, and 
the investigation has disclosed an eagerness on the part of the proponents of such 
a service to take up the challenge and since the experiment may well result in public 
benefit beyond present expectations, the responsibility imposed wpon us to encourage 
the development of an air-transportation system properly adapted to the present and 
future needs of the commerce of the United States, the postal service, and the national 
defense, and to encourage the development of civil aeronautics generally, justifies us, 
within reasonable bounds, in translating into results of experience what are now plans 
and estimates.’”’1 (Emphasis added.) 

Following this quotation the Board in the origina! case refused to follow its 
examiners’ recommendation that a maximum limit be placed upon the mail pay 
which any one local air carrier was to have; and then there appears the following 
statement bearing upon the very problem which we are here focusing on today— 
almost 11 years later: 

“In the absence of any definite maximum limit on mail pay incorporated in the 
certificates that are granted, the issuance of temporary certificates for a limited 
number of years, as previously suggested, will serve as a safeguard against a static 
or progressively increasing dependence on the Government; and will permit of the 
subsequent giving of permanent status only to such services as have shown during 
the life of a temporary certificate that they are capable of operation without undue cost 
to the Government and of a progressive reduction of such costs.’’ (Emphasis added.) 

Note that a unanimous Civil Aeronautics Board said, more than 10 years ago, 
that the cost to the Government was not to be undue. That a unanimous Board 
said nothing about economic self-sufficiency. It said nothing about zero mail 
subsidy. It simply stated that costs were to be progressively reduced and that 
permanent certification was to be granted when local carriers were capable of 
operating ‘‘without undue cost to the Government.”’ 


CONCLUSION 


These excerpts from this most significant Civil Aeronautics Board decision of 
many years ago are as sound today as they were when they were first enunciated. 
The philosophy which they set forth is almost identical to that which I am 
espousing here today. That philosophy is entirely consistent with the develop- 
mental objectives which the Congress embodied in the Civil Aeronautics Act of 
1938, to serve as guidelines for us at the Board to follow in all our decisions. Asa 
unanimous Board said in 1944, there is nothing in that philosophy which is incon- 
sistent with permanently certificating our local air carriers, now. 

I would therefore urge you to pass permanent certification legislation as ineor- 
porated in 8. 651 and thereby give tangible recognition to the broad public 
interests already served by our local carriers and as evidence of your faith in the 
value of their continued operation for an indefinite period of time. The passage 
of this legislation at this time will be a recognition on your part of the 20 percent 
increase in business which these carriers have brought about this past year over 
the preceding year. It will be tangible evidence of your interest in the 24 million 
people transported by these small carriers in 1954. On the other hand, I ean 
assure you that for my part, the passage of this legislation will alter not to the 
slightest degree my interest in reducing, or my ability to reduce, our Federal 
subsidy bill—both in the processing of mail-rate cases and in further improving 
the route systems of each and every one of these local air carriers as the oppor- 
tunity arises. 


one of Local, Feeder, and Pick-Up Air Service, Docket No. 857, decided July 11, 1944, 
6CAB 1,3. 
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Mr. Wotverton. Mr. Chairman. 

The CuarrmMan. Mr. Wolverton. 

Mr. Wotverron. Senator, I note that in your presentation on 
Friday you stated that the Board’s reasons for the position may be 
summarized as follows: 

1. Permanent certification would lessen the incentive which these carriers now 
have to increase their revenues and hold down their costs. 

_ — how long a period has the Board held certification on that 
asis 

Mr. Gurney. Well, ever since they gave out the original local serv- 
ice certificates in 1946. They have felt that by not giving permanent 
certificates, the Board, the carriers, and the communities, and the 
employees, could work together in cooperative efforts to get more 
business; more commercial revenue. It was started as you know on 

, an experimental basis. The Board did not know what this local service 
would amount to over the whole line or any part of it and so they 
wanted to take another look at it after the original 3-year period 
was over with; improve the route; take off communities that were not 
using it and add others that experience had taught the Board and the 
carriers would be better than the original certification. 

Mr. Wotverton. How many years have these lines operated? 
I have been under the impression that some of them have been 
operating 13 or 14 years. 

Mr. Gurney. No; it is my understanding that the first one was 
certificated in 1946 or 1945, they tell me wieling was. They were all 
put in after the war. 

Mr. Wotverron. Well, that has been approximately 9 years. 

Mr. Gurney. Yes, sir. 

Mr. Wotverron. Has their development during that time shown 


9 «a 


Mr. Wotverton. How much more progress would it have to show 
before you feel that you would be justified:in granting a permanent 
certificate? 

Mr. Gurney. Well, it is about to that point now; about to the point 
now on some of the better of the 14 lines, judging by the percentage 
of subsidy needed to cover their total operating expenses. 

Mr. Wotverton. Then you feel that opinion by the Board, that 
no permanent certificate should be granted, has been justified? 

Mr. Gurney. Yes, sir. 

Mr. Wotverton. And has improved the results. 

Mr. Gurney. Yes, sir. 

Mr. Wotverron. And how many more years do you feel it should 
be effective before it would reach the point where you would be justified 
in granting a permanent certificate? 

Mr. Gurney. For some of the better lines, possibly just this next 
renewal. In other words, a few years more, depending upon economic 
conditions in the country as a whole and if the travel volume remains 
constant or gets better. That, of course, would hurry it up. 

Mr. Wotverton. What is the essential difference, in your opinion 
between the granting of a grandfather clause in the original bill an 
a bill that would now give the effect of the grandfather clause to 
those in operation? 
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Mr. Gurney. Well, if we had given them grandfather certificates 
when we first certificated them in 1945 or 1946, we would not have 
been able, during the intervening period, up till now, to improve the 
route systems of all these carriers. Every time a renewal comes up, 
why, the carrier itself and the Board, asks for and makes improvements 
in the trackage and the routes—the way they operate in that local 
carriers’ service territory. 

Mr. Wotverton. Would that same line of reasoning have justified 
opposition to the grandfather clause in the original Caiiaton that 
was passed? 

Mr. Gurney. Would that same reasoning? 

Mr. Wotverrton. In other words, in the original act we placed a 
grandfather’s clause. Do you think as the result of your experience 
with reference to these local carriers that the Congress made a mistake 
in giving grandfather rights to those who were originally certificated 
as trunklines? 

Mr. Gurney. No. I would say that Congress did a good job 
there, because at that time they were thinking of long haul service. 
Hardly anyone thought of an airplane for short jumps and local service. 

So, the grandfather certificates originally given to the lines that 
have now become trunklines worked out fine. The advancement in 
the art; the improved airplanes; the public acceptance of safety and 
speed records made by the trunklines, has proven a good thing. 

he law has been instrumental—the Civil Aeronautics Act, has been 
instrumental in changing the traveling habits of the country, and that 
shows that those who worked on the bill at that time were very far- 
sighted and the legislation has proven very successful. 

Mr. Wotverron. Well, your third point would seem to indicate 
that you had a feeling that the probable resulting cost was a sufficient 
reason to have refused. 

In other words, you say under point 3: 

“It would saddle the Government with an annual subsidy bill of 
over $20 million for the indefinite future.”’ 

Did not the granting of the grandfather clause in the original 
legislation as to trunklines reduce the annual subsidy payable to 
them? 

Mr. Gurney. Well, that is an excellent question. 

The original grandfather segments of the trunk carriers that were 
certificated first under the act, were much shorter in miles of trackage 
than at present and so as time went along from experience, the Board 
was able to survey the need for extensions and, based on their experi- 
ence, say how much of an extension each of those trunklines should 
get. The Board had a pretty good record then as the year went along 
as to what kind of extensions would be justified. 

Mr. Wotverton. It is your opinion that Congress, in granting the 
grandfather clause as to the trunklines, removed the incentive on 
their part to improve their services and reduce the cost to the 
Government? 

Mr. Gurney. Well, no, they had an incentive in addition that was 
basic in the law, though, that if they did a good job in operating the 
short segments that they originally got, then they could hope to 
become a long line, from New York to Los Angeles, and they did have 
an incentive. a terrific incentive, to keep the cost down; to give good 
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service and to continue to do a good job of selling safety and the we 
advantages of air travel. wa 
So that incentive there was always in front of them. for 
Mr. Wotverton. Then you do feel that there was an incentive of 
beyond the question of the grandfather clause? fee 
Mr. Gurney. Oh, yes; an incentive to make money. thi 
Mr. Wotverton. Why do you think the same thing would not 
apply with these short lines? he 
Mr. Gurney. Because it is much harder to look forward into the we 
future and say that there is a profit available over the horizon for the 
local lines on account of the uneconomic airplane that they are com- bu 
pelled to fly with at the moment; the fact that they have got to stop ho 
every 40, or 50, or 70 miles—and that is costly. So they do not have 
the profit in view that the trunklines had. There certainly is not any to 
comparison with the incentive in front of the local service lines as lin 
F there was and is as to the big long trunklines. pel 
Mr. Wotverton. Then, notwithstanding the granting of the grand- 
father clause to the trunklines, there was an incentive that has mc 
produced results? for 
Mr. Gurney. That is right. are 
Mr. Wotverton. Has it entirely eliminated those objections with are 
respect to trunklines that you now apply to the local lines? a | 
Mr. Gurney. You mean are there no more incentives for the the 
trunklines; is that what you mean, Congressman? ] 
Mr. Wotverron. No; I mean, are you of the opinion that the he 
incentive that had caused the trunklines to improve their services do my 
not exist with respect to these local lines? on 
Mr. Gurney. That is what I am trying to say; that particular 
profit incentive is not there. I 
Mr. Wotverrton. That is awfully hard for me to realize; the mit 
question of incentive as you describe it, which would lead to less cost of t 
so far as the Government is concerned, would certainly also mean KE. 
that there is an improvement in the financial status of the company as 
and would not they have the incentive to improve their financial Lay 
status regardless of subsidies? Bol 
Mr. Gurney. Well, that really gets right down to the nub of 7 
the question. one 
If they are sure that they are going to get this subsidy, plus an Jac 
8-percent return on their investment, don’t you, in a way—the Board \ 
feels that it does—take away that incentive to get to the point where ) 
commercial revenues will do away with the necessity of a subsidy? T 
Mr. Wotverton. No; and if you are asking for my opinion, | am \ 
not convinced that there out: be a lack of incentive to improve ra 
services either from a financial standpoint or otherwise, just because az 
they happen to have a subsidy from the Government; notwithstand- bec: 
ing the long time that our trunklines have operated, they are still able 
in a position to obtain subsidies. So that the granting of a grand- ton, 
father clause or withholding of it does not seem to me to make any rest 
appreciable difference. N 
And I think, of a young industry, it has been the policy of this V 
country all through its history—or for so many years that I cannot N 
remember when it was not the case—to protect the industries in order \ 
to give them an opportunity to develop, and it would seem to me that : 


the same opportunity that we gave to the trunklines could just as 
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well be given to the shorter lines. In fact I would think that there 
was @ very important reason that it should apply to the local carriers 
for the reason that they are feeder lines. They not only take care 
of the communities themselves, but they in addition to that are 
feeder lines to the larger trunklines, and produce more business for 
that reason. 

So that if our cost would be $20 million, as you have outlined it 
here, it does not seem to me that that is such a prohibitive figure that 
we should not give them the same privileges the trunklines have had. 

Now, I have spoken frankly. Maybe you can change my mind, 
but you asked me a question that indicated that you wanted to know 
how I thought about it and that is how I do feel about it. 

Mr. Gurney. I am almost ready to agree with you; and I tried 
to say that in saying that a number of these airlines, the local service 
lines, are about to the point where we would be glad to give them a 
permanent certificate. 

The Board’s judgment is that we only need this protection a little 
more so we have a full opportunity to mark out the best route system 
for these local service lines, and we have got a number of them that 
are down at the bottom of the ladder, and they started later; they 
are in a territory that is not so densely populated. It is going to be 
a harder job, it will take longer, and a little more time is needed in 
the opinion of the Board for that. 

Mr. Wo.verton. Mr. Chairman, the witness has indicated that 
he almost agrees with me. Under those circumstances I feel that 
my experience as a practicing attorney would incline me not to ask 
any more questions. 

The CHarrmMan. Very well, Mr. Wolverton. 

Before further questioning, may the Chair state that the com- 
mittee is very honored this morning to have as guests the Speaker 
of the House of Representatives of the State of Georgia, Hon. Marvin 
E. Moate. He is accompanied by the members of the joint committee, 
as I understand it, consisting of Senator W. H. Lovett, Senator 
Lawton Ussery, Representative Howard Tamplin, and Representative 
Bob Harrison. 

You gentlemen from Georgia are most welcome. As you know, 
one of the members of this committee, a new and able member, Hon. 
Jack Flynt, hails from your State. 

We are most happy to have you visit with the committee today. 

Mr. Harris. Mr. Chairman. 

The CHarrMan. Mr. Harris. 

Mr. Harris. Well, Mr. Chairman, with some experience as a 
practicing attorney over the years, I am going to take a chance and 

azard a few more questions along the line that you have propounded, 
because I believe that even though the distinguished witness—very 
able and experienced—before us almost agrees with you, Mr. Wolver- 
ton, that proviso in the latter part of his statement very clearly 
restated the Board’s position as being against this legislation. 

Now I would like to have it clear in my own mind about the problem. 

When the act was passed in 1938—I believe it was 1938. 

Mr. Gurney. 1938. 

Mr. Harris. There were 14—was it 14 or 16 trunklines? 

Mr. Gueney. 16. 

Mr. Harris. 16 trunklines? 
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Mr. Gurney. Yes. 

Mr. Harris. Can you give me approximately the number of 
passenger miles the 16 trunklines had by 1938 or 1939? 

Mr. Gurney. Well, it would be very small compared with the num- 
ber of passenger miles that they have at the present time. 

Mr. Harris. I am not talking about comparisons at the moment. 

Mr. Gurney. The exact number I cannot furnish you. 

Mr. Harris. Approximately, naturally. 

Mr. Gurney. I am told that at the start they had about 1 billion 
ere miles, and now it is about 15 billion passenger miles for the 
trunks. 

Mr. Harris. One billion when they started about 1938. 

Mr. Gurney. One to15. And they have been operating, of course, 
say since 1928 or 1929, growing slowly to 1938. 

Mr. Harris. They had been operating for 10 years anyway? 

Mr. Gurney. Yes; about that. 

Mr. Harris. Can you indicate to me about how much subsidy 
these 16 trunklines required for that 1 billion passenger miles, approxi- 
mately, in 1938 or 1939? 

Mr. Gurney. I can say this, No. 1, up until the Reorganization 
Act No. 10, there was no separation of subsidy in mail pay. We can 
furnish for the record the exact amount of total pay given to the 
carriers for mail and subsidy up to any year. I do not remember the 
figure when they started. I have been with the Board about 3 or 4 
years. And that was prior to that time. The first 13 years of the 
act being in operation, subsidy had cost the Government around 
$64 million more than was taken in from the sale of airmail stamps. 
In other words, around $4 million a year came out of the taxpayers’ 
pockets and did not come from money that came in from the sale of 
airmail stamps. 

Mr. Harris. Now, that is over the period of 13 years, I believe 
you said. 

Mr. Gurney. That is right. 

Mr. Harris. Well, of course, it includes the war years; does it not? 

Mr. Gurney. That is right. 

Mr. Harris. And it includes the years when all these trunklines 
-have been free of subsidy except about 4 or 5 of them? 

Mr. Gurney. I do not believe they ali got off subsidy—actually 
what we now today think of subsidy, until say 1950 or 1951. 

Mr. Harris. Well, that is about 4 years ago, and 4 years from 13 . 
would make a lot of difference. 

Mr. Gurney. I am corrected on that. The accounting division, 
Mr. Roth, of the Rates Division, tells me during the war years they 
were all off subsidy—10 of the 16 trunks—the larger ones. 

Mr. Harris. 10 of the 16 were off subsidy. 

Mr. Gurney. During the war years. 

Mr. Harris. During the war years. 

Mr. Gurney. Yes. 

. Mr. Harris. And then this $4 million average that you mentioned 
during the 13 years included that time? 

Mr. Gurney. Yes. 

Mr. Harris. *Getting back to the start of operations under the act, 
and we did not have a war—1939 would be a good year—perhaps 
you could supply for the record the passenger miles and amount 
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received by these 16 companies the first year after the act was 
enacted, where they, of course, were given the privilege of the grand- 
father clause. 

Mr. Gurney. Of subsidy by years? 

Mr. Harris. No; let me put it this way; the total amount of mail 
pay and subsidy paid in 1939 to these airlines. 

Mr. Gurney. I will be glad to furnish you that. 

Mr. Harris. Now, also the amount of revenue received that year 
from the sale of stamps, airmail stamps, and such other revenue— 
freight, express, and so forth as they had. 

Mr. Gurney. Commercial revenues and airmail stamps? 

Mr. Harris. That is right. 

Mr. Gurney. We will be glad to furnish a complete statement, 
year by year if you care to have it. 

Mr. Harris. I want it for 1939 first. 

I am trying to get down to some comparisons, 

Mr. Gurney. All right. 

Mr. Harris. Then we can take the total revenue received from the 
service and subtract it from the total amount of mail pay and sub- 
sidy of the carriers and I assume get some indication of what the 
actual subsidy was to those 16 carriers in say 1939: that is, prior to 
the war. 

Mr. Gurney. Yes, sir. 

Mr. Harris. Please furnish that information. 

(The information requested is as follows:) 


Comparative mail pay statistics, domestic trunklines, fiscal years 1939 and 1954 and 
local service lines, fiscal year 1954 
— 


| Domestic trunks 
| Local service 
| 1954 


1939 1954 


‘Total mail pay---- | $17,001, 000 $36, 705, 000 $25, 874, 000 
Commercial revenues. -- | $30, 696, 000 $880, 544, 000 $26, 053, 000 
Mail ten-miles- ----- 7, 909, 000 76, 522, 000 | 1, 042, 000 
Revenue passenger- -miles__ 549, 365, 000 | 15, 139, 299, 
Mail revenue (including subsidy) per mail ton-mile $2.15 8 | 
Subsidy " $3, 813, O00 
Subsidy as percent of total rev enues___- isa 42 | 
Total mail pay as percent of total revenue - 35. 4} 





! Not available. 


Nore.—The 1939 statistics include Inter-Island Airways, Ltd. (now Hawaiian Airlines, Ltd.) but exclude 
Colonial Airlines, 


Mr. Harris. Now can you give me approximately the passenger 
miles of these 14 feeder or local service carriers for the last year, 1954? 

Mr. Gurney. I think we have it right here, For the 12 months 
prior to November 30, 1954, the total passenger-miles was 440,501,000 
and the total for the trunks on the same date, same period, was 
15,986 million. 

Mr. Harris. So the local service is about 

Mr. Gurney. About one thirty-second. 

Mr. Harris. Yes. You evidently do not get the point I am trying 
to make clear for the record. 

I am trying to get the total number o { peseanaarraniiee the first year, 
should this same privilege be given to the local service carriers, and 
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the amount of subsidy required, as compared with the first year of the 
trunklines when they were granted the grandfather clause and the 
amount of subsidy that they required at that time. 

Now, that is the comparison I want to make. 

Mr. Gurney. All right; for the local service carriers, then, we have 
got a total mileage of 440 million. 

Mr. Harris. : little less than half, approximately, the number of 
passenger-miles, when the trunklines first started. 

Mr. Gurney. We can get the exact figure covering it, Mr. Harris. 

Mr. Harris. Yes, if you would do that for the record, I would 
appreciate it. 

Now, I believe you have given the amount of subsidy for the year 
1954 for the record. 

Mr. Gurney. Yes. 

Mr. Harris. At approximately $24 million or $25 million. 

Mr. Gurney. Right close to $25 million. 

Mr. Harris. Now, let me ask you 

Mr. Gurney. Congressman Harris, I might say that Mr. Floberg 
seemed to have the passenger-mile figures for the trunklines for 1938 
and he says that it was 475 million on that date. 

Mr. Harris. But you can supply the correct information for the 
record, can you not? 

Mr. Gurney. Yes. 

Mr. Harris. That is what we would like to have. 

Mr. Gurney. But, I estimated 1 billion and so he states it was 
half of that. 

(The matter requested is as follows:) 





Domestic TRUNKLINES REVENUE PASSENGER-MILES FLOWN, CALENDAR YEAR 
1938 


During the calendar year 1938 the domestic trunklines flew 479,884,000 rev- 
enue passenger miles. 

This figure includes Inter-Island Airways, Lte., now Hawaiian Airlines, Ltd., 
but does not include Colonial Airlines. 

Mr. Harris. There was no attempt at separation of subsidy and 
airmail pay until relatively a short time ago, was there? 

Mr. Gurney. In 1950 we made an administrative separation which 
led up to the Reorganization Act passed in 1953 which went into 
effect October 1, 1953. 

Mr. Harris. Now, did I understand you to say on Friday, cate- 
gorically, that should this legislation as prepared, be adopted, it 
would be your opinion that the Board would have continuing authority 
to adjust routes as conditions and circumstances required? 

Mr. Gurney. May I ask our General Counsel to answer that 
question? I think I asked him to answer Friday and I would like to 
have the benefit of his longer experience and his legal experience with 
the Board. I am not a lawyer. If I may ask Mr. Nunneley to 
answer that? 

Mr. Harris. Yes. 

The CuarrMan. Will you state your name for the record? 

Mr. Nunnetey. Emory Nunneley, General Counsel, Civil Aero- 
nautics Board. 

We would continue to have the powers which are vested in the 
Board by section 401 (h) of the act. That section authorizes the 
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Board to amend, alter, or modify or suspend a certificate, when it 
finds, after appropriate procedure, that the public convenience and 
necessity so requires. 

It is clear that that authority extends to an addition or elimination 
of intermediate points, whether with or without the consent of the 
carrier, if the appropriate finding is made. 

It does not, we believe, extend to changes which would make a 
major change in the route structure ora basic. change in the character of 
the carrier’s operations. 

Between those two points there has been no adjudication to define 
the exact extent of that power and so I cannot be more definite than 
that. 

My opinion, Mr. Harris, is that if this legislation were to pass in the 
form proposed here in the House, it would be very dubious whether the 
Board would have the power to eliminate an entire route segment. 

Mr. Harris. Even though it was determined properly and by regu- 
lar procedure that it was uneconomic and not feasible to continue that. 
operation? 

Mr. NunNNELEY. I would believe that is the situation. 

Mr. Harris. And might require 100 percent subsidy to continue 
that operation? You still think this Board would not have authority 
to eliminate it, if they so desired? 

Mr. NuNNELEY. Yes, because of the size of the change involved. 
It . wholly a question of degree and it is hard to make a categorical 
reply. 

When I speak of a route segment, I mean a segment or a portion of 
the entire route. 

Mr. Harris. I cannot reconcile the latter part of the statement 
with the first part of your statement, when you quoted section 401 (h). 

Mr. NuNNELEY. Well, sir, studying the various cases and the 
background of this and other forms of transportation, and like matters, 
it has seemed to us that the power to amend, alter, or modify, over the 
objection of a carrier, was limited to changes which did not involve 
major changes in the carrier’s route structure. 

If a change is pursuant to application of the carrier, of course, the 
problem does not exist. 

Mr. Harris. Have you not had some experience on matters of this 
kind with trunk carriers? 

Mr. Nunnetey. Yes, sir. We have suspended points on trunk- 
lines; we have taken points off of trunkline carriers. We have never 
taken away a whole route segment. 

Mr. Hannis. And have never had a major adjustment of a route 
segment! 

Ar. NuNNELEY. Not with regard to a major adjustment. 

Mr. Harris. Not a major adjustment? 

Mr. Nunnetey. No. 

Mr. Harris. What would you call a major adjustment? 

Mr. Nunnevey. The entire elimination of a significant portion of 
a route. 

Mr. Harris. That certainly would be an adjustment, if you elimi- 
nated it entirely; I will grant that. 

Mr. Nunne.ey. That is what we are talking about, how far we 
could go, and I am trying to answer as best I can. 


60213—55——12 
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Mr. Harris. I appreciate that. That is the reason I think it is 
important. 

Mr. Nunnetey. How far we can go. We think we can take a 
point off, or even points, or a route segment off, if that does not result 
in a major or basic change, 

Let me cite one example, may IJ, please? 

Mr. Harris. Yes, 

Mr. Nunnegvey. At one time, the Board had before it the problem 
of extension of Panagra from the Canal Zone to Miami. The Board 
found after hearing the parties, that such an extension, which was not 
applied for by the carrier, would involve such a major change in the 
carrier’s route and character of its operations, that the Board could 
not require the extension under the provisions of 401 (h). 

Mr. Harris. Now, in view of that, Mr. Chairman, would you 
comment on the provision included on page 2 of the Senate bill, S. 651? 

Mr. Gurney. That is the proviso that seeks to permanently certifi- 
cate the terminal and give the Board the right to suspend service at 
intervening points. 

Mr. Harris. Let me read it to you: 

Provided, That the Board in issuing the certificate is empowered to limit the 
duration of the certificate as to those intermediate points which have, over a 
reasonable period of time, generated insufficient traffic and revenue to reimburse 
the applicant carrier for its direct costs and a reasonable share of its indirect costs 
incurred in serving such points. 

Mr. Gurney. Well, I can give you what the Board has approved, 
the majority of the Board. 

Mr. Harris. All right. 

Mr. Gurney. The proviso would, of course, allow the Board to 
make adjustments in the route pattern for each local service carrier 
within its own area. This is of some benefit to the public, but it 
would not be of material help in changing the size, shape, or number 
of the local service areas. It is also doubtful whether it would permit 
markedly greater flexibility than what would be possessed by the 
Board, without the proviso, under section 401 (h) of the Civil Aero- 
nautics Act. That section does give the Board the power to alter, 
amend, modify, or suspend even a permanent certificate, in whole or in 
part. Substitution of nonprofitable intermediate points is believed 
well within this power. 

In addition, it is possible that permanent certification of terminals, 
accompanied by temporary certification of intermediate points, could 
ultimately lead to the abandonment of service to the intermediate 
points thereby threatening service to some communities where service 
is needed and justified in favor of service limited to the terminals in 
competition with the trunklines, 

In other words, we had terminals at Atlanta and Jacksonville 
say, well, a trunk carrier already goes between those two terminal 
points. If we had local carrier service at intermediate points, in 
between, that is why we would be justified in having the local service 
carrier there at all, to serve these intermediate points, and bring the 
people from those intermediate points into the terminals. 

Mr. Harris. In other words, as I understand your explanation 
there, you do not believe that this proviso would 

Mr. Gurney. Cover the bill. 

Mr. Harris. Would lend itself to regular proceedings? 
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Mr. Gurney. That is right. It is better with the proviso. The 
Board would rather have the bill with that proviso. It would be of 
some use. I do not say that it would add flexibility to the bill, but 
still we would rather, if we are going to have the bill, we would rather 
have it with the proviso. 

Mr. Harris. Now, this was mentioned last Friday and I am going 
to ask if you do this—I know what the Board’s position is. You 
have made that very clear. However, you said in your statement— 
and I quote—to the committee: 

If you do decide to recommend legislation along these lines, there are a number 
of relatively minor technical problems which should be ironed out ‘before final 
passage, 

Could you, or your staff, prepare suggested language you think 
would be necessary to further clarify the proviso you have just 
referred to, and submit that to the committee? 

Mr. Gurney. I can do that, and I would like to say this, about 
that same question—and the question that was given to us on Friday 
at the close of the hearings, and we have been working as good as 
we could over the weekend, although we have not had a chance to 
present the results of this study to the Board 

Mr. Harris. Well, we want you to have time to do that. 

Mr. Gurney. So we do have some ideas to give the committee 
this morning. I brought them here, and I would like to, of course, 
say that the suggestions that I am making are personal. I would 
like to have the right to take them back to the Board and then have 
the Board write you a letter as to whether they confirm or oppose 
my judgment in offering these to the committee; but it will at least 
give you the benefit of the staff’s recommendations *to me. 

Mr. Harris. Could I put it this way, Senator: I will be glad for 
you to do that, because I think this is a highly important problem and 
should be carefully worked out, and we should know precisely what 
is being done. 

Mr. Gurney. All right. 

Mr. Harris. And if you want to do that, why certainly, we will 
give you the time to do it; but should the Board then decide that they 
would not want to make such suggestions would you supplement 
your own viewpoint and submit that to us? 

Mr. Gurney. I can right at the moment pretty well offer them as 
my viewpoints this morning; but it might be changed by more careful 
study and consideration and conferences with the other Board mem- 
bers. But, I can give it to you this morning, if you would like to 
have them. 

Mr. Harris. I believe it would be better for you to go ahead and 
take it up with the Board. Then if the Board decides they do not 
want to have anything to do with it, you can submit your suggestions 
to us. 

Mr. Gurney. That is much better. I was under some sort of 
compulsion to offer something, in view of what was said Friday. 

Mr. Harris. We do not want you to feel that way at all, because we 
do have time to work these things out and I know that the other.mem- 
bers of the committee feel that way about it too. 

And, we will be glad to have you do that. 
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Now, there is one other point. Iam sorry that I am taking so much 
time but, do you feel that this legislation as proposed would cover 
helicopters as well as fixed-type-wing planes? 

Mr. Gurney. I do not believe that our general counsel has focused 
on that question, but we would certainly not want to include heli- 
copters. 

Mr. Haus. Certainly not what? 

Mr. Gurney. Not want to include helicopters. They are highly 
subsidized at the moment. 

Mr. Harris. Well, the helicopter service is a local service, is it not? 

Mr. Gurney. That is right. 

Mr. Nunnevey. We now have this classification we use and nor- 
mally we do not include the helicopter carriers under the heading of 
local air service. 

For that reason there is some question in our minds as to whether or 
not the bill as drafted was intended to cover them. 

We would feel it should be clarified. 

In one of the Senate bills, for example, where very similar language 
was being used, a specific exclusion of helicopter service was included. 

Mr. Harris. The only thing that struck me was that if you start 
singling out particular types of aircraft you can get into a lot of 
difficulties. 

Mr. Nunnevey. That is true; but I think that you would want to 
take into account the much earlier stage of development of the type 
being used in the helicopter service and that the current purposes for 
which ‘t is used are much less important, and the part that the com- 
mercial revenue plays in their operation. 

Mr. Harris.*Now, Mr. Chairman, could I clarify something that 
you testified to on last Friday? 

You mentioned that the Central Air Lines had received a 1-year 
certificate renewal. Do you mean the Central Air Lines? 
Mr. Gurney. The Central, down in Oklahoma; yes. 

Mr. Harris. Do vou mean that, or did you mean the Lake Central? 

Mr. Gurney. I was telling you that from what was stated by a 
member of the Board before the Senate committee and this man had 
been a member of the Board during that period, and when I was not 
a member. So I was reiterating what that Board member testified to 
before the Senate committee. 

The general counsel feels that maybe we should check up on that 
and see if that is actually the case. 

Mr. Harris. I think perhaps you would want to check on it and 
correct the record accordingly. My attention has been called to the 
fact that it might not be correct and perhaps that the reference should 
have been to Lake Central, up in Indiana or Ohio. 

Mr. Gurney. That is right. It might have been. At this point 
in the record, I will insert a statement as to just which airline it is 
and when it was. 

(The information referred to was later given by Mr. Gurney on 

. 212.) 
¥ Mr. Harris. Now, you mentioned also the extension of Central’s 
routes to Fayetteville, Fort Smith, Little Rock, and on through to 
Joplin and Kansas City. 
r. Gurney. That is right. 
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Mr. Harris. Now, that route extension had nothing whatsoever 
to do with the certificate of renewal proceedings, did it? 

Mr. Gurney. No; that was a separate proceedings adding to 
Central’s line. 

Mr. Harnris. I believe that is all, thank you, Mr. Chairman. 

Mr. Hinsuaw. Mr. Chairman. 

The CuatrMan. Mr. Hinshaw. 

Mr. Hinsuaw. I would like to ask Mr. Gurney whether or not he 
would consider that some of these airlines that were certificated by 
the act of 1938 were not in effect local service airlines? 

Mr. Gurney. At the time? 

Mr. HinsHaw. At the time. 

Mr. Gurney. Well, I do not have it thoroughly in mind as to how 
long these lines were then. That was about 13 years before I became 
a Board member. 

Mr. Hinsuaw. Well, I was here at the time and fortunately, or 
unfortunately, the 1938 act was passed the year of my first election 
to Congress and the first effective year under the act was 1939. I 
was here then. 

And, I am referring specifically to such airlines as Northeast, and 
perhaps the predecessor of the present Capital, which was then known 
as Penn-Central; and too, I believe, Delta Airlines. 

Mr. Gurney. National Airlines was really a feeder at that time. 

Mr. Hinsuaw. National and several others. 

Mr. Gurney. And possibly Northeast could still be considered as a 
feeder line, even though it carries the connotation of a trunkline. 

Mr. Hrnsuaw. Exactly. So that we cannot very well speak of the 
14, or 16 original certificated airlines as being the trunklines, when 
many of them, if not most of them were actually feeders at that time. 
I mean in the nature of feeders. 

Mr. Gurney. Well, they were running along in that segment though, 
what eventually became transcontinental or longer routes. 

Mr. Hinsnaw. Yes; they were operating DC-3’s, some DC-—2’s, 
some Lockheed lodestars, and even Lockheed 12’s, I believe. 

Mr. Gurney. That is right. 

Mr. HinsnHaw. Which are, we will say, the airplanes which are 
apparently still being used by the so-called feeder lines. 

Mr. Gurney. The DC-3’s; right. 

Mr. Hinsuaw. Let me ask you— 

Mr. Hesettron. Will the gentleman yield at that point? 

Mr. Hinsnaw. Yes. 

Mr. Hesetton. I am not clear when a feeder becomes a trunk. 

Mr. Hinshaw has referred to Northeast. They run from Monkton, 
New Brunswick, to New York. What is the distinction between the 
feeder and a trunkline? 

Mr. Gurney. The trunkline at the moment is probably best differ- 
entiated from a local in the fact that they have got a permanent cer- 
tificate. If you get down to the other qualifications of the line, why, 
for instance, Northeast Airlines, still gets a big subsidy; so does Colo- 
nial. Northeast has the shorter distance between their stops than 
some of the local service lines. 

In other words, their average hop is shorter than some of the local 
service lines. So, there is not a close delineation between the defini- 
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tion of a feeder and a trunkline, that is, when you start and call 
Colonial and Northeast trunklines, why, they do have the right and a 
trunkline certificate to go from any point on their system to interior 
o* any other points, while a local service line must serve and give 
daily service to every point on its system. 

Mr. Hesetton. I do not know whether the Board ever had a 
chance to develop the statistics on this or not, but I wonder about it. 
Feeder to me means picking up someone, a local passenger, and deliver- 
ing him to some place where he takes a plane for instance to Miami, 
or San Francisco, or Los Angeles, or overseas. 

Mr. Gurney. That is right. 

Mr. Hesertton. How much of Northeast’s revenue passengers, 
or whatever measure you may use, is strictly within the Northeast 
system; how much is feeder to a so-called trunkline—do you know? 

Mr. Gurney. Well, over in New England, their distances are short. 
You go clear across Massachusetts in 51 miles, I think—that is, in the 
middle part of the State—and probably they stop at different points 
in Massachusetts in making that 51 miles. So I would say that with 
none of their traffic going further than New York, their only nonstop 
service would be Boston and New York, which also is relatively a short 
distance when compared with trunkline services as we know it. 

So maybe the whole system of Northeast would be better classified 
in the feeder category than in the trunkline category, although they 
hold a permanent certificate and can go from any point in Maine to 
New York or Boston. 

Mr. Hesevton. The question in my mind is whether or not because 
the Board considers a line a feeder line rather than a trunkline is a 
handicap in terms of obtaining a permanent certificate, and I was 
just wondering whether you had any rigid classification which made 
it impossible for a feeder line to get over into the trunkline category. 

Mr. Gurney. Well, I think the thinking that is beholden there, in 
the local service category is the fact that the Board insisted and has so 
stated in its orders, that it must hit every point on its system at least 
twice a day, or once a day, depending on whether or not exemption 
is granted to cut down on that, and no such restriction is placed on 
trunklines. 

Mr. Hesetton. Thank you Mr. Hinshaw. 

Mr. Hinsuaw. Proceeding with that general line of questioning, 
are not some of the milk runs, so-called, of the trunkline carriers, 
equivalent to feeder lines? 

Mr. Gurney. That is right. Take the United, Denver, from 
Scotts Bluff, I believe, to North Platte, Grand Island, Omaha—that 
is a feeder line run for United. 

Mr. Hinsuaw. Well, let us take Eastern down through North 
Carolina, South Carolina, Georgia, and Florida. 

Mr. Gurney. There are plenty of them; their runs are short hops 
and they are performing feeder service; service from intermediate 
points, and taking them into larger towns in certain States, which is 
certainly comparable with feeder line service, what we speak of as 
feeder line service. 

Mr. HinsHaw. I cannot remember the exact language of the Board, 
Mr. Gurney, and testimony given last year on the subject, but it 
seems to me that the Board had an idea at that time that the so-called 
feeder lines would be absorbed by the big carriers. Is that true? 
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Mr. Gurney. That is the Air Coordinating Committee’s policy 
and the President’s report. 

Mr. Hinspaw. Does the Board still feel that way about it? 

Mr. Gurney. They have made some decisions along that line; yes. 
For instance, a decision went out recently on Route 106, in Iowa, 
where we gave 3 or 4 towns there to United Air Lines to give local 
service to communities such as Fort Dodge, Dubuque, Rockford- 
those 3 towns. 

In other words, they could take them on and thereby relieve the 
Board of paying subsidy to Braniff. 

Mr. Hinsuaw. Is Braniff a local service carrier? 

Mr. Gurney. No; but it is covering quite a territory up there in the 
Northwest where their service is of a local service nature. 

Mr. Hinsuaw. Well, let me ask you this: Does the Board feel 
that United can operate that route cheaper than Braniff or any other 
short-line carrier in the area? 

Mr. Gurney. No. It will probably cost just as much as it would 
by a local-service carrier. They have to use smaller planes than are 
usually used on trunkline systems. 

Mr. HinsHaw. Then you are simply using the so-called fat 
carriers for the purpose of absorbing the losses of the small carriers, 
when you put out that kind of a decision, are you not? 

Mr. Gurney. In that particular case, which was helpful to the 
Board and Congress in cutting subsidy, the Board felt that that would 
lower the subsidy of Braniff, and United could serve those points 
and would not thereby need subsidy over its system—the strong carry 
the weak, in other words. 

Mr. HinsHaw. You are merely asking the big carriers to take on the 
losses of these small carriers and hence in the long run bleed the big 
carriers, requiring them to absorb all of these losses, to the extent of 
some $20 million, are you not? 

Mr. Gurney. Decreasing the subsidy. 

Mr. HinsuHaw. In other words, you are going to increase the -car- 
rier’s need for mail pay over the entire area of the United States by 
causing these smaller carriers to be absorbed by the large carriers 
Is that not correct? 

Mr. Gurney. That is not the Board’s thinking. 

Mr. Hrinsnaw. Is not that in the long run the answer, by $20 
million certainly? 

Mr. Gurney. You mean have the trunk carriers absorbed this $20 
million subsidy? 

Mr. HinsHaw. Yes. 

Mr. Gurney. No. 

Mr. HinsHaw. Then what is the idea? 

Mr. Gurney. Not doing that, but in this one instance they made 
a decision to the effect that the strong would carry the weak. 

Mr. HinsHaw. You said that that was the Air Coordinating Com- 
mittee’s policy, that it still existed, and was still the policy of the 
Board; did you not? 

Mr. Gurney. No; I said that the Board made that one decision 
that I could point my finger to. 

Mr. HinsHaw. Just previous to that, I think you extended that to 
the full width of the Board’s policy; did you not? 
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Mr. Gurney. I hope I did not. I just wanted to point to that 
one decision. 

Mr. Hinsuaw. I wish you would explain a little bit further about 
that route 106. That seems to have turned a flipflop in the Board’s 
decisions. First you granted it one way and then you granted it 
another; did you not? 

Mr, Gurney. No. 

Mr. Hinsuaw. What happened? 

Mr Gurney. The other decision was that Braniff would fly 
Sioux City to Waterloo, to Chicago, making that a faster service for 
the people out there in the West; west from Chicago. 

That decision remained the same. The United was ordered to serve 
those three towns I just mentioned. The decision stayed the same all 
of the way through. United has decided to object to serving that, 
those towns, so the Board said to Braniff, ‘Continue to serve those 
three towns that we gave to United until it is decided by the Board 
or the courts whether or not United has to serve those points.” 

Mr. Hinsuaw. Well, I only read the Aviation Daily and it seems 
to me, if I remember correctly, that the Board turned a flipflop on its 
decision in that matter and after first granting it one way, granted 
it another. 

Mr. Gurney. No; that is the only decision, Mr. Hinshaw. 

Mr. Hinsuaw. Well, I could be incorrect. But, that is my belief 
of it, and I would like to have a summary of the proceedings in that 
respect, in respect to route 106, placed in the record at this point and 
I would like to be furnished a copy so I can see it, because I am of 
that opinion. 

Mr. Gurney. We will be glad to furnish it to you. We will be glad 
to furnish it to anyone. It is a public record. The only decision. 

(The matter referred to is as follows:) 


SQ S@Bmaeotatodt 


o 


MEMORANDUM CONCERNING Route No. 106 


In its decision of December 22, 1954, in the Route No. 106 Renewal case the 
Board amended the certificate of Braniff Airways, Inc., for route No. 106 to 
provide trunkline service between Sioux City and Chicago, Ill., via Mason City 
and Waterloo, Iowa, and amended the certificate of United Air Lines, Inc., for 
route No. 1 so as to add Fort Dodge and Dubuque, Iowa, and Rockfora, IIl., as 
intermediate points on that route. Concurrently, in a deferred portion of the 
Ozark Certificate Renewal case the Board amended the certificate of Ozark Airlines, 
Inc., for route No. 107 to authorize it to provide local air service between Daven- 
port, Iowa-Moline, Ill., and Chicago, Ill., via Clinton, Iow&, and Rockford, Ill. 
At the time of that decision Braniff was rendering local service to all of the 
communities referred to above (except Davenport-Moline) on its route No. 106 
as it then existed. Subsequently, Ozark and United filed petitions seeking 
reconsideration of the Board’s decision. On February 16, 1955, the Board denied 
those petitions and reaffirmed the actions it had taken in its original decision. 
_ However, it had become apparent that United and Ozark would not be able 
to inaugurate service to the points that had been added to their certificates on 
February 20, 1955, the date on which the amended certificates would become 
effective and Braniff’s existing authorization to serve the points would expire. 
Furthermore, there were indications that Ozark and United might seek judicial 
review of the Board’s decision which, if they succeeded in obtaining a stay of 
the decision pending disposition of the appeals by the courts, would further delay 
the Inauguration of service for an extended period of time. It was clear, there- 
fore, that unless some immediate action were taken by the Board the cities that 
have been referred to, which in the past had been receiving air service, would be 
deprived of all service for an indefinite period of time. Faced with this situation 
the Board issued a temporary certificate to Braniff authorizing and requiring it 
to continue to serve the points on its route 106 in substantially the same manner 
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that it had served them in the past. In taking this action the Board recognized, 
of course, that this requirement would in all probability require Braniff to serve 
the points at & loss before mail pay. It was also apparent that the requirement 
that Braniff serve the additional points on the route might well prevent the 
operation by Braniff of the trunkline services that the Board in the Route No. 106 
Renewal case had found to be required by the public convenience and necessity. 
However, on balance the Board concluded that the public convenience and 
necessity and the public interest in preventing an interruption of service to the 
communities outweighed the considerations militating against such an award. 

This action did not represent a change in the Board’s views as to the nature 
of the route pattern that was required but was intended merely as a temporary, 
stopgap measure. The certificate issued to Braniff specifically provided that 
the authorization to serve each of the points should terminate upon the date the 
carriers whom the Board had selected to serve such points should inaugurate 
service. Moreover, ‘simultaneously the Board directed United and Ozark to 
show cause why the Board should not immediately order them to inaugurate 
and render service to the points. Thus, the entire purpose of the Board was to 
insure a continuation of air service by Braniff to the points for a temporary period 
until such time as United and Ozark could be required to inaugurate service 
under the route pattern that the Board had found to be required by the public 
convenience and necessity. 

In a recently filed answer to the Board’s order to show cause, Ozark, while 
reserving the right to contest the Board’s decision in the courts, indicated its 
willingness and intention to commence service to the points certificated to it on 
or about March 10, 1955. This action will automatically terminate Braniff’s 
temporary authority to serve Clinton, Iowa. On March 9 the Board issued an 
order authorizing Braniff to suspend service at Rockford on the date that Ozark 
inaugurates service between Rockford and Chicago with a number of flights 
comparable to those presently operated by Braniff, provided that Braniff con- 
tinues to render the same quantum of service to Fort Dodge and Dubuque, Iowa, 
that it is currently offering. United has also filed an answer to the order to show 
cause. It indicated that it intended to contest the Board’s decision and not to 
provide service in accordance with it until compelled to do so, 


Mr. HinsHaw. Now, on that you are speaking of the temporary 
local service, route 106? 

Mr. Gurney. The three points Braniff is now authorized to furnish 
the fast trunkline service to, with only one stop between Sioux City 
and Chicago. They can operate that at the moment, but the Board 
has ordered them to continue service to these local, these other three 
points, so that those communities will not be without air service until 
the question is finally adjudicated. 

Mr. HinsHaw. Let us get out into the clear blue sky now and dis- 
cuss air transportation as such. And we might, for the purpose of the 
discussion, come into the question of nonscheduled air carriers. 

Obviously, the nonscheduled air carriers do not want these local 
service routes; do they? 

Mr. Gurney. That is right. 

Mr. HinsHaw. They cannot operate them? 

Mr. Gurney. At a profit. 

Mr. Hinsuaw. And the reason they cannot operate them at a profit 
is because of the short stops? 

Mr. Gurney. That is right. 

Mr. Hinsuaw. The nonscheduled air carriers prefer the longest 
possible runs, nonstop, that they can get; do they not? 

Mr. Gurney. That is the practice of the nonscheds, so, I believe 
we could reasonably say that. They are not serving intermediate 
points. They might go to the larger towns of the nation. 

Mr. Hinsnaw. Especially with the larger airplanes, long-range air- 
planes that they can get; and they can afford to operate those long 
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stop routes, for lower prices than can the scheduled carriers; is that 
not so! 

Mr. Gurney. That is right. Because even the trunkline carriers 
are compelled by law to give adequate service to every intervening 
point on its line. 

Mr. Hinsoaw. That is exactly right, and that is my point. I was 
coming to that and I am glad you brought it up, because by givin 
that service to the intervening points, they suffer certain losses which 
are, of course, made up by the amount that they have to charge to 
their very long hops. Is that not correct? 

Mr. Gurney. Well, without furnishing any service at intermediate 
points, the trunklines, the big trunklines, could serve between termi- 
nals and make a nice profit, of course, and some of their profits now 
veers to the cost of the service of the loss points on their system. 

r. HinsHaw. I remember the survey that was made by, I believe, 
Ernst & Ernst for the Senate committee—it was a quite comprehen- 
sive survey—and that showed very clearly that the distant points and 
the larger distant points, trafficwise, were about the only moneymakers 
that air carriers-have. Is that not true? 

Mr. Gurney. Well, yes; but of course service between Kansas City 
and Tulsa, for instance—those regional large cities—there is evidently 
enough traffic there so that they could make money in that particular 
run, or to Minneapolis—towns of that size. 

Mr. Hinsuaw. Yes. 

Mr. Gurney. When you bit towns of 50,000 or less—maybe 
enor is going to cost you money to put a lot of schedules in 
there. 

Mr. Hinsnaw. And if the so-called trunk carriers did not have 
these smaller points you say they must now serve, to cover on their 
routes, they would be either in a position of making an awful lot of 
money or lowering their prices, would they not? 

Mr. Gurney. Thatisright. The Board would be—you are correct. 

Mr. Hinsuaw. Yes. In other words, the short hops that they 
now are required to make for the benefit of the people of the areas 
served are loss points in almost every respect except for towns of 
100,000 population and up. Is that not true? 

Mr. Gurney. I would just pick that 100,000 and up, as a dividing 
paint between loss and profit points. It may not be exactly correct. 

Mr. Hrinsuaw. That is a good point. 

Mr. Gurney. But say a smaller town, like Rochester, Minn., 
which is much smaller than 100,000, is still a great profit point on 
account of the business that is there. 

Mr. Hinsuaw. Well I may say 

Mr. Gurney (interposing). There are exceptions, in other words. 

Mr. Hinsuaw. That has been a theory of mine, that if the trunk 
air carriers could shed the smaller points, so to speak, and give over 
to feeder lines the subsidy and let them handle the short-line business, 
the milk-run business, permitting the trunk carriers to fly a purely 
transcontinental service, east and west and north and south, a large- 
point system and not monkey with the small points, that they would 
be able to perform the service at a great deal lower rate than their 
present rates that are being charged because they have to carry the 
burden of subsidy. Is that not correct? 

~Mr. Gurney. That is correct. 
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Mr. HinsHaw. My colleague points out that the trunklines are 
shedding these small points just as fast as they can, and with your 
Board’s permission they would be delighted to shed most of them, 
I believe. 

Mr. Gurney. Undoubtedly. 

Mr. HinsHaw. In other words, Mr. Chairman, you have two sets 
of circumstances. You have one set of circumstances in which the 
large cities a distance from each other can be served profitably by 
the present air carriers if they are allowed to serve those points alone? 

Mi . Gurney. That is right. 

Mr. HinsHaw. Then you have all the rest of the vast number of 
small cities in the United States, some of which are now under the 
wing of Braniff, Eastern, United, and all the other trunk carriers and 
not out in the open? 

Mr. Gurney. And those large carriers are performing an excellent 
service to the country in supplying the small along with the big. 

Mr. HinsHaw. They are performing an excellent service except 
for the fact that they are not able to lower their transcontinental 
rates to the point where they could lower them if they shed them. 

Mr. Gurney. Yes. 

Mr. Hinsuaw. In other words, the nonscheduled air carriers would 
not remain in business at the present rates because the transconti- 
nental scheduled carriers could undersell them? 

Mr. Gurney. If they only had the big points to serve. 

Mr. HinsHaw. Yes. 

Mr. Gurney, do you not see that these carriers that we are talking 
about here, these local-service carriers, are only less by degree, and 
let us say numerous, than the milk runs of the trunkline carriers? 

Mr. Gurney. Yes; I see that. 

Mr. HinsHaw. In other words, they sort of melt into each other. 
There is no distinction, except as to age. 

Mr. Gurney. That is right. It depends on the size of the com- 
munities and the distance between points they have to serve. 

Mr. Hinsuaw. I think you will agree with me that Congress is 
determined that the small communities will be served, within the 
limits of the capability of the aircraft? 

Mr. Gurney. Within the limits of the capabilities of the aircraft, 

es. 
. Mr. Hinsuaw. Let us take another one. You talk about helicopter 
service. That, of course, is very close to my bailiwick. What is the 
essential difference between a helicopter service of the Los Angeles 
Airways and Mohawk Airlines? 

Mr. Gurney. In the first place, the helicopter at the moment is 
not able to carry, percentagewise, as high a payload as a DC-3. 

Mr. Hinsuaw. My colleague points out that a DC-3 cannot carry 
as high a payload as a DC—6, either. 

Mr. Gurney. That is right. 

Mr. HinsHaw. You see, we are getting again into a matter of 
degree and we are developing an airplane just as we developed the 
DC-6 from the DC-3, and the Lockheed Constellation from the 
Lockheed 18. Is that not true? 

Mr. Gurney. That is right. 

Mr. HinsHaw. How do you know that the next helicopter will not 
be able to be an economic asset? 
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Mr. Gurney. I am not going to set myself up by sa that the 
helicopter will not be able in a period of time to operate these short 
runs close to these big city terminals at a cost less than the DC-3. 
I am not going to say that. 

Mr. HinsHaw. Let me make this statement another way. 

Would the Board accept, let us say, the statement of Eastern Air 
Lines or any other airlines, National Airlines, or United Air Lines, that 
they were going to operate a helicopter service and do it as part of 
their operating costs and profit, and expenses, and everything else, 
and include it in their service? 

Mr. Gurney. The Board has authorized National Airlines to 
operate a helicopter service in the Miami area now if they can operate 
it without cost to the Government, if they want to operate it out of 
their own profit. That is what they are doing now. 

Mr. HinsHaw. Out of their own profit? 

Mr. Gurney. They are doing that now. 

Mr. Hrnsnaw. I do not see the distinction. Just because the 
company is financially able you say that it can operate as long as the 
expense comes out of their own profit. Suppose that company were 
saddled with an awful lot of short-line milk-run stops on the way up 
the coast from Florida and were just breaking even at the present 
point. Then I suppose they could not operate a helicopter; is that it? 

Mr. Gurney. The Board is glad to have them operate. The 
Board has had an application from National Airlines to operate short 
mops up and down the coast. 

fr. Hinsnaw. If they were saddled with an awful lot of milk runs 
and stops, and hence were in very poor financial shape, you would not 
consent to their operating a helicopter? 

Mr. Gurney. Not at the moment, no, sir, because the record at 
the moment shows that it is too expensive to operate. Mohawk 
tried it out, you remember, last year. They bought a helicopter and 
operated it ‘from New York City to a watering place up in New York 
State, I think around 150 miles, and this year they have abandoned 
that run. 

Mr. Hinsnaw. Of course it has been pointed out why they did. I 
believe that Mohawk’s president, was it not, indicated the other day 
that they abandoned it because it took longer to make the total 
transportation to destination from a point in uptown New York than 
it did to go by automobile. 

Mr. Hesetron. Was it not true that they were operating into 
Newark, which made it very uneconomical and a long trip from New 
York City? 

Mr. Gurney. We do not have a heliport in Manhattan at the 
moment. In Los Angeles we have a downtown heliport on top of the 
post office, as I understand it. 

Mr. Hinsuaw. And we have heliports around Los Angeles County. 
In fact, a great deal of traffic is being generated and most of the loads 
being carried by Los Angeles in the helicopter areas are fairly well 
loaded when starting out. 

Mr. Gurney. Yes. They are making a nice record out there. 

Mr. Hinsuaw. I personally do not see that they are not as much 
entitled to a certificate, having had one renewal, as any other local- 
service carrier. Have you examined my latest bill, H. R. 4310? 
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Mr. Gurney. Our staff has. I do not recall it personally, Mr. 
Hinshaw. 

Mr. HinsHaw. It has been filed since February 23. I believe that 
bill is so drawn that the only helicopter service that would be certifi- 
cated under it is Los ae ge Air Ways, because that particular cer- 
tificate has been renewed at least once. 

Mr. Gurney. That is right. 

Mr. Hinsuaw. I expect that the committee will want a report from 
the Board concerning that bill before they proceed very much further. 

Mr. Harris. I assume that you can give us a report within a reason- 
able time? 

Mr. Gurney. We will be glad to do that. 

Mr. Harris. We would like to have comments from the Board. 

Mr. Gurney. We would be glad to give you the Board’s comments 
on that. 

Mr. Hesetron. In connection with this helicopter problem, I 
asked the General Counsel to see over the weekend if they would get 
some data on the application of the operation. They have done so. 
I have not had too much of a chance to look it over, but I think 
there is some rather significant data that has been handed up to me. 
In addition to that there is a news item showing the helicopter use 
monthly by civilians, and I think a very interesting short article in 
Planes the official publication of the Aircraft Association of America, 
“Civil Helicopter Use Slowed by Old Laws.” 

I would like, and I think it would be quite appropriate in terms 
of your question, if this would be handed to the staff as certain por- 
tions of it seem to be material, and placed into the record at this 
point. 

Mr. HinsHaw. Suppose you proceed with it? 

Mr. Hesetron. I will just hand it to you. 

Mr. Hinsoaw. My friend, Mr. O’Hara, wants to get in here. 

Mr. Gurney. The Board would like very much to have that 
material included in the record that we had ready for the committee 
this morning. It shows the length of time it has taken in processing 
these renewal cases before the Board and how many actual months 
after the Board’s decision the local-service line was given on its new 
temporary certificate. It goes back over a period of years so that I 
think the information would be helpful. 

(Information referred to follows:) 


NARRATIVE SUMMARY OF YEARS AUTHORIZED VERSUS YEARS EXPERIENCED BY 
THE LocaL SERVICE CARRIERS UNDER THEIR TEMPORARY CERTIFICATES 


For operations under the original certificate (all for 3 years each): Only 5 
carriers inaugurated service by the approximate date on which the certificate was 
effective. 

By the date of Board decision in their first renewal case only 1 carrier had 
operated for less than the stated term of years; 9 carriers had been operating for 
3 to 4 years; 4 carriers had been operating for 434 to 5 years; and 1 carrier had been 
operating for 5% years. 

For operations under the first term of renewal (stated at 3 to 5 years, each, with 
2 carriers at 7 years each): For the majority of carriers, the net years authorized 
from the date of Board decision, to the stated expiration date, were less than the 
nominal years of renewal. However, under the Administrative Procedure Act 
the carriers, upon filing timely applications for further renewal, may continue 
their operations past the date of their certificate expiration date until announce- 
ment of Board decision on their renewal request. For example, Frontier’s present 
certificate expires by its terms on March 31, 1955, but the carrier has made appli- 
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cation for further renewal and will continue to operate until Board decision. 
Since the first step in the case, the prehearing conference, is not scheduled until 
March 14, 1955, it is not likely that the case can be submitted for final Board 
decision until the latter part of the year 1955. A similar situation prevails, in 
1955, for some other carriers whose first renewal term has expired under the same 
conditions—Southwest, Trans-Texas, and West Coast. 


Summary of years of operations under the temporary local-service certificate 














authorizations 
Original certificate First renewal term 
Actual years Estimated 
Nom- ane ee from service actual years 
Carrier | inal | .oPvice |mauguration | ./,,,. |Net years| until board 
years | inaugu- | tothe date | “jng) from decision in 
tae te of Board core second 
expira. | decision in | ¥ decision | renewal 
Pm date first renewal | case now in 
case process 
DEINE 5... cxviinidoctinnitahscecsdevh 3 2% 4 5 TIGR dein sintaptics 
IE cdlara tne. aiynaremntwscibiamenanaie 3 3 5 5 Me: 1 ho adiweatthe tng 
pa ee a a 3 3 4) 5 } OPE 
Ra a in i ates 3 % 3% 3 De ee ae. 
RUNES. Cicada scucint alow tie beh cee 3 2 5 5 3% 4\% 
Lake Central. -..-....- Tilsen an ceil sailabeaatel 3 1 3 3 3 
we ee 3 284 3% 7 erties ee 
North Central....................... | 3 214 3% 5 i le el 
RE i nhaeKnts ountiditconmapibnns 3 3 4 5 a FY A 
PEN es og odaleadehdcsccsseoual 3 2% 3% 7 Wee eo. 
ai Na i de 3 lk 1%) 3 3 14 
I cn puede ad ihadt beckcn~ epee 3 2% 4 5 33)_...-- clas 
OORT 5. once ac 3 3 | 5 5 284} 3G 
TRO TIE inn nnena dane See 3 244) 344) 4 | 3%4| 4 
WHER MONIN Seca 26 isn cae does d | 3 3 | 544| 5 244 3 
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1 Actual, not estimated. Pioneer’s certificate Was renewed for the second time on Sept. 1, 1950, for a 
period of 5 years to Sept. 30, 1954. This amounted to 4 years from Board decision, and 5 years from 


expiration of the first renewed certificate. 
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The CuarrmMan. May the Chair state at this point that the Chair 
understands, according to the record for last Friday, the only mem- 
bers of the committee present now who did not get an opportunity 
to ask any questions at all last Friday are Mr. Williams, Mr. O’Hara, 
Mr. Hale, and Mr. Springer. The Chair would hope that we might 
proceed and give those who have not had an opportunity to ask any 
questions at all that opportunity within the next few minutes and then 
in whatever time may be left we can get back to other questions. 

Mr. Hrnsnaw. This material that you hold in your hand that was 
presented by my colleague, Mr. Heselton, is offered for the record and 
while I have not had a chance to examine it myself I would like to 
before asking questions on it. 

Mr. Hesetton. I wish you would. 

The CHarrMan. May the Chair suggest that if Mr. Hinshaw wishes 
to look at this he be permitted to do so and then the staff can brief it 
if it seems pertinent to the record at this point. 

(The material referred to follows:) 


INFORMATION RE HeELicorpTrerR SERVICE FOR CONGRESSIONAL HEARING 
APPLICATIONS OUTSTANDING 


According to the Report of Formal Economie Proceedings prepared by the 
Docket Section there were on file as of December 31, 1954, 52 applications pro- 
posing helicopter or combination service domestically; one application proposing 
helicopter service in Puerto Rico; and one application proposing helicopter service 
in Alaska. 

OUTSTANDING HELICOPTER AUTHORIZATIONS 


At the present time there are outstanding three certificates specifically directed 
to helicopter services. Those certificates are held by Los Angeles Airways 
(persons, property, and mail); New York Airways (persons, property, and mail) ; 
and Helicopter Air Service (persons and property). Helicopter Air Service in 
its request for renewal of its existing authorization has also requested authority 
to carry persons. Prehearing conference in the latter proceeding has been held. 
In addition to the certificate authorizations, National possesses authority by 
temporary exemption to render helicopter service in the Miami area.1 Mohawk 
does not possess authorization from the Board for its helicopter operation but 
like other holders of cetificates has authority to utilize such aircraft for service 
between points included in its certificate. 


Helicopter operations, 12 months ended Sept. 30, 1954 


[In thousands] 
Los Angeles} New York Helicopter 
airways airways | air service 


Service mail pay 
bsidy 


Total service mail pay and subsidy 
Commercial revenues 


HeticorpTter Use Amona Civitians Up 
PLANNING OFFICIALS CITE INCREASING PASSENGER SERVICES 


Cuicaco, February 21.—Helicopter travel someday may be as common as 
travel by automobile according to the American Society of Planning Officials. 

The society takes note of the helicopter’s future in a report on Heliports in the 
City Plan. 

It said the evidence points to wider use of helicopters for trips of 25 to 200 miles. 


1 National’s Exemption—150 mile radius of Miami. 
60213—55——_13 
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Cleveland has a new helicopter taxi service between the airport on the west 
side and its lakefront airport, for example. 

Passenger helicopters have been placed in service also between Los Angeles 
International Airport and downtown Long Beach, Calif. 

The helicopter service between Miami Beach and West Palm Beach now carries 
about 1,000 passengers a month, the society said. 

The Helicopter Air Service of Chicago has filed application with the Civil 
Aeronautics Board for authority to carry passengers as well as mail to about 70 
towns. The company also seeks approval of a shuttle service between Chicago 
airports for night flights. 

New York already has permission for afterdark flights. New York also has 
passenger helicopter service between the three major airports in the area and to 
ete the N. Y., Stamford, Conn., and Trenton, Princeton, and New Bruns- 
wick, N. J. 

Applications for helicopter service permits and sites for heliports have been 
made in a number of cities, including Pittsburgh, Philadelphia, Fort Worth, Tex., 
Houston, Tex., Kansas City, Mo., Indianapolis, Ind., and Minneapolis and St. 

aul, Minn. 


] Planes, Official Publication of the Aircraft Industries Association of America, February 1955, vol. 11, No. 2] 
Civit HeticopTteR Use Stowep By Oup Laws 
NASAO URGES OLD STATUTES BE REVAMPED 


Written especially for Planes by Claude B. Friday, Director, Bureau of Aviation, 
New York State Department of Commerce, President, National Association of 
State Aviation Officials 


State and Federal agencies must modernize existing laws and regulations 
hampering the uniquely useful advantages of helicopter transportation if the best 
interests of the air traveling public are to be served. 

Most State regulations and restrictions governing aircraft use were written in 
rehelicopter days and designed basically to fit the needs of fixed-wing aircraft. 
ut today, with air transportation a positive necessity in the national economy, 

the full utility of the helicopter remains livrited by outdated regulations. 

In recognition of this deficiency, the National Association of State Aviation 
Officials has adopted a policy specifically aimed at the revision of many existing 
regulations: 

“By reason of special performance characteristics which give the helicopter a 
utility not possessed by any other vehicle, the various States should review their 
laws and regulations with a view toward removing, where necessary, language 
which unnecessarily limits or restricts the operation of helicopters and rotary- 
wing aircraft; particularly with respect to airport planning, the establishment of 
public and private heliports, visibility limitations; minimum altitudes of flight, 
airport traffic patterns, and other matters where the differences between helicopters 
and fixed-wing airplanes justify different regulatory treatment.” 

A survey conducted for the Helicopter Council of the Aicraft Industries Asso- 
ciation has already blazed the way for action in carrying out policy to eliminate 
needless obstacles in the highly promising development of civil helicopter air 
transport. NASAO members have been urged to present their recommendations 
to elivr inate obstacles to helicopter transportation to their State legislatures, most 
of which are in session this year. 

The survey, which concentrated upon State statutes, shows that as of the end 
of 1953 every State had passed statutes dealing with the regulation of aviation. 
The large majority of the statutes, however, were passed before the advent of the 
helicopter. 

The more serious problems facing the helicopter industry under these old 
statutes can be traced to two main sources: (1) Not recogtiizing the unique ope- 
rating characteristics of the helicopter; and, (2) failure to recognize the difference 
between the landing area requirements for fixed-wing aircraft and for helicopters. 

The survey showed, however, that many State statutes include provisions which 
are beneficial and which appropriately apply to both fixed-wing and helicopter 
operations. For exayple, many statutes provide for assistance or financial aid 
in developing “airports,” for the use of the power of eminent domain in construct- 
ing airports, or for the advancement of aviation in general. 

Necessary action at the State level in preparing for this forthcoming helicopter 
development points up the value of an organization such as the NASAO. Prior 
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to 1931 there was no central place or group through which the various State 
aviation representatives or officials could thus coordinate their planning, compare 
aviation development programs, provide mutual assistance or develop State laws, 
rules, regulations, and operational standards which would assure maximum uni- 
formity in all States, exactly as is called for in this present helicopter review. 


NASAO Organized in 1931 


When the NASAO was organized in 1931, it declared its purpose to be to foster 
aviation as an industry, as a mode of transportation, and as an arm of the national 
defense; to join with the Federal Government and other groups in research, de- 
velopment, and advancement of aviation; to develop uniform laws and regula- 
tions; and to otherwise encourage cooperation and mutual aid among the several 
States. As a result, there is an active informed organization through which the 
States can act swiftly and effectively on local, national and international issues. 

Through NASAO it is possible to continuously coordinate the views of the 
various States, develop and recommend uniform policies, procedures, legislation, 
etc. By acting collectively through their association, the member States are often 
able to effect considerable savings of time and funds in completing projects and 
programs of regional or national interest. 


‘‘ATRCRAFT’’ DEFINED 


By 1953 the statutes of every State, except one, defined the word ‘“‘aircraft”’ 
broadly enough to include the helicopter. Four States do give separate recog- 
nition to the helicopter, but only in a very limited manner. 

Of these regulations, the ones which are holding back the full usefulness of heli- 
copter operations are fixed-wing rules governing altitude and visibility limitations, 
and approach zone requirements for landing and takeoff. These regulations 
appear in statute form in some States but in the form of administrative regulations 
in most States. However, in almost all they now apply alike to the conventional 
fixed-wing aircraft and to the helicopter under broad definitions given to the word 
“aircraft.” 

Few Provisions ror HELICOPTERS 


Statutes in all of our States in 1953, according to the AIA survey, except two, 
defined the word ‘‘airport’”’ or “landing field’? broadly enough to include a heli- 
copter-type landing area, and gave no separate recognition to the heliport. Asa 
result, heliports are subject to existing ‘‘airport”’ regulations unless some special 
provision is made for then. 

In some States helicopters classified as aircraft may be required to operate only 
from conventional airports, unless provisions relieving then from existing regula- 
tions are written into the statutes or administrative regulations. 

Mr. Hinsuaw. I will suspend, Mr. Chairman. 

The Cuarrman. Mr. Williams. 

Mr. Wiiuiams. Mr. Chairman, most of the questions that I had in 
mind have already been asked. Therefore I am sure my interrogation 
will be brief. 

Senator, I hate to keep dwelling on this one statement of yours in the 
record, but I think it does require some further clarification. That is 
your remark that permanent certification would lessen the incentive 
that these carriers have to increase their revenues and hold down 
their costs. 

In all of your explanation thus far I believe you have failed to 
mention the profit motive, which would certainly be present. How 
do you reconcile your position in the light of the profit motive for 
which all of these businesses operate? 

Mr. Gurney. They are estopped as long as they are on subsidy. 
We feel our rate Bureau combs their expenses and revenues and then 
they are given enough subsidy so that they receive an 8 percent return 
on their investment. That is the limit. 

Mr. Wiuiams. Is not that the same subsidy provision that the 
trunks operate under? 
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Mr. Gurney. Yes. 

Mr. Witiiams. And the trunks are not receiving subsidies now, so 
apparently they are making profits in excess of 8 percent? 

Mr. Gurney. That is right, though not all of them. There are 
four trunk lines still on subsidy. 

Mr. Wixuiams. The trunk lines which are off of subsidy are re- 
ceiving in excess of 8 percent profit? 

Mr. Gurney. They are entitled to keep, as soon as they get only 
service mail pay, any profit they make. 

Mr. Wituiams. Would it not be reasonable to assume that these 
local service carriers hope some day to attain the same goal? 

Mr. Gurney. I hope every one of them feel that way and I think 
they do. 

Mr. Wixuiams. Then do you not think perhaps that your statement 
that there would be no incentive might be modified somewhat by the 
profit motive, which is certainly bound to be present? 

Mr. Gurney. That is looking into the future, and far into the 
future, for some of them; but the Board hopes to hurry up that date 
when they can be off subsidy and keep their profits by keeping the 
authority flexible so that we can, in cooperation with the carrier and 
the community, improve their route system as rapidly as possible. 

Mr. WiuuiaMs. Senator, you mentioned that these local service 
carriers have passed through the experimental stage and are now in 
the developmental stage. The developmental stage, I assume, is the 
stage wherein they still, of necessity, must receive subsidy. How 
would you define the development stage? 

Mr. Gurney. As near as I can I would say that the experimental 
stage is where we put a number of towns on a carrier’s system and 
we do not know if those towns are going to want the service enough 
to give it the support and the passengers, so in the experimental 
period we would say “Well, the Board is looking at that segment of 
that carrier’s route, and if the Board decides to take some of the 
towns off, the experiment is over with as far as that town is con- 
cerned.”’ 

Then we get to a point where they are taking on 7, 8, and 10 pas- 
sengers a day, but in order to be profitable they must get more passen- 
gers than that per day for the local service carrier out of that commu- 
nity. So that period when they are trying to increase the travel 
out of that town would be the developmental! period. 

Mr. WiuraMs. I believe you stated last Friday that you compared 
this to the college phase of development; local service carriers had 
finished high school and were now in college? 

Mr. Gurney. Some of them are still in the grade school. Some 
of them are in high school, and some of them in college. 

Mr. Wiu1aMs. I believe you did say, though, that you would not 
be in favor of granting permanent certification; that so long as the 
public use of local service is not meeting the costs, the goal has not 
been achieved? 

Mr. Gurney. That is the Board’s position. That is right. 

Mr. Wixi1ams. Am I to understand that to mean that you are 
opposed to the certification of any local carrier until it is free of 
subsidy? 

Mr. Gurney. Yes, that is the Board’s position. I do not believe 
they are adamant on it, but we do want them to get near to the end 
point. 
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Mr. Wiuuiams. I believe you stated a few minutes ago that you 
believe that the Congress acted wisely in giving the grandfather rights 
to the trunklines back in 1938. At what stage of development would 
you say the trunklines were in at that time? Were they in the experi- 
mental stage, or the developmental stage, or had they, to quote you, 
graduated from college? 

Mr. Gurney. At the moment, according to figures we gave earlier 
this morning, they are 30 times bigger now trafficwise, and passenger- 
mileswise than they were then. By extending their lines from the end 
points of the segments they were given in the grandfather certificates, 
they became long transcontinental carriers, either north and south, or 
east and west, and they got the good route systems of the country 
where the flow of traffic is most dense. 

Mr. Wiuurams. Would you say at the time they were granted 
those grandfather rights they were in the experimental or develop- 
mental stage, or had they graduated from college, so to speak? 

Mr. Gurney. I think they were in the developmental stage then. 
The experimental stage for transcontinental work had been done 
during the 1930’s. 

Mr. Witu1ams. I believe you said you thought that Congress 
acted wisely and with propriety in granting the grandfather mghts 
to those people? 

Mr. Gurney. Yes. 

Mr. Wixu1aMs. If they were in the developmental stage why would 
Congress not act wisely in granting the same rights under the same 
circumstances to the local service carriers? 

Mr. Gurney. Because part of the service carriers are not yet 
entirely in the developmental stage. At least some segments of some 
of them are still very much experimental. 

Mr. Wixurams. Did you not have weak carriers back in 1938 when 
these rights were granted? 

Mr. Gurney. I would say yes. National Airlines was a weak 
carrier at that time, but by one extension to its route it became a 
very good. carrier. They were extended, as I remember I was told, 
from Jacksonville clear to New York in one case. 

Mr. WiuuraMs. Do you believe that National Airlines would still 
be in business had they not been granted that grandfather clause; 
had they been forced to come back before the Board every 2 or 3 years 
to renew? 

Mr. Gurney. No; they would still be serving similar to Northeast 
Airlines, which is not yet out of the subsidy column, if they had to 
retain their original trackage given them in the 1938 act. 

Mr. WixuiaMs. The granting of the grandfather clause to National 
under those circumstances certainly was to the economic advantage— 
a shot in the arm—to the airline, was it not? 

Mr. Gurney. Yes. 

Mr. Witu1Ams. Why, by the same token, would it not be a shot in 
the arm even to the weak local service carriers? 

Mr. Gurney. Because the local service carriers cannot expect to 
become 3,000-mile trunklines between very big cities, because connec- 
tions have all been made between the very big cities of the country. 

Mr. Wiuuiams. What would be the difference in the setup? 

Mr. Gurney. The difference? 

Mr. WituiaMs. Yes. 
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Mr. Gurney. The difference is the local carriers must serve the 
intermediate points where travel is not so great or the potential is not 
so great. 

Mr. WiuuiaMs. I do not mean that. I mean the difference in the 
incentive to the airline to expand and improve its services. 

Mr. Gurney. A local service carrier in Oklahoma cannot expect to 
go over into another local service carrier’s territory in Missouri. 
They are, by their very nature, pretty well confined to the area they 
are now in. They have to develop that territory. They cannot get 
over into territory adjacent to them because there is another local 
service carrier there. 

Mr. WituiaMs. That gets right down to the point I wanted to 
mention. If you look at page 4 of your testimony you will see the 
statement, which I quote— 

Under the practice of temporary certification heretofore pursued by the Board, 
there still remains a strong economic incentive for local service managements to 
improve their service, to use their greatest ingenuity to create a greater demand on 
the part of the public, and to mold their product to that demand. 

I would agree that incentive is always present and if it is present 
under a temporary certificate why would it not be accelerated under a 
permanent certificate? 

Mr. Gurney. Possibly it would, but the Board does not think so. 
The Board feels that their efforts to improve the route would be great- 
est when they know they have to come back and justify the keeping 
of the planes running when results have not been obtained. 

Mr. WriuuraMs. By the same token, do not these airlines have to 
justify that to their stockholders? 

Mr. Gurney. I don’t know. That would be a question you would 
have to ask the individual air carriers, whether or not they are satis- 
fied with the 8-percent return they are getting now when they receive 
a subsidy or whether they feel that they want to stay in business for 
some other reason. 

Mr. Wruiuiams. If they are making 8 percent and have an oppor- 
tunity to make 10 percent, regardless of where the money comes from, 
they are going to take the 10-percent profit. 

Mr. Gurney. The law states that we cannot give them any subsidy 
above 8 percent. 

Mr. Witurams. I understand that, but there is no limit to what 
profit they might make free of subsidy. 

Mr. Gurney. I don’t want to leave the impression that there is an 
8-percent actual limitation in the law. It just said we should give 
them a reasonable return on their investment. 

Mr. WituiaMs. Using 8 percent as a yardstick of reasonable return, 
does it not stand to reason that they would prefer a 10-percent return 
to an 8-percent return, even though the 10-percent return should not 
come from the Government but should come from profits on their 
business? 

Mr. Gurney. We believe that is what motivates the operation of 
all the local service carriers at this time. They do want to get off 
subsidy. 

Mr. WituraMs. Further, in your statement, you mention that you 
believe that permanent certification would raise the cost to the local 
service carriers of services and supplies. I wonder if you would clarify 
that a bit further? 
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Mr. Gurney. At the moment, local service carriers have a better 
deal, we believe, and the record will prove it, and that the communities 
are cooperating with them in order to keep the service into their town. 
They are giving them lower landing fee charges and lower terminal 
charges. They will cite instances, too, where they are paying just 
as much as the trunk lines per square foot of space in the terminal. 
The overall information is that the communities do cooperate with the 
local service lines in an effort to keep that carrier coming into their 
town and giving them the kind of service that they want. There is 
evidence, too, in the record that the pilots, mechanics, and all those, 
in negotiating for wages do give consideration to the fact that they 
must help the carrier make a good showing before the Board in order 
to get a new certificate. 

Mr. Witurams. On those two points, Mr. Chairman, I believe 
testimony has been given to the committee to show that local 
service airlines serve about 400 cities in the United States jointly 
with trunklines. Can you name any city where the local service 
carrier landing fee is less than the trunkline landing fee? 

Mr. Gurney. I cannot because I do not have a schedule of charges 
in front of me. 

Mr. Wiiurams. Would yoy say that any of the cities where both 
trunk and local service carriers operate are charging a lesser landing 
fee to the local service carrier? 

Mr. Gurney. Yes, I am quite sure that is the case. 

Mr, Witurams. Could you submit that information to the com- 
mittee? 

Mr. Gurney. At this point I will furnish for the record such in- 
formation as we have. 

(Information referred to was later given by Mr. Gurney, and ap- 
pears on p. 213.) 

Mr. Wiuuiams. On the subject of labor costs, what authority does 
the Civil Aeronautics Board have, if any, over the handling of labor 
by the airlines? 

Mr. Gurney. We have none, excepting that if the costs of operating 
that airline became excessive at present we could decide not to renew 
that carrier. 

In authorizing a merger as between carriers we can specify how 
they shall treat the employees of this or that airline which is merging 
with the other. In other words, in termination costs we can say 
they must come to an agreement on that; they must give them so 
many months pay if they are going to let any employees out of 
business. They must pay for moving families if they transfer them 
to a different working point. 

Mr. Wiis. Is it the belief of the Board that there will be an 
immediate demand for excessive or exorbitant salary increases from 
the employees of local service carriers in the event you give them 
permanent certification? 

Mr. Gurney. In the Board’s opinion the local service lines with a 
permanent certificate would not be in such good shape as they are 
at present to resist demand for increased pay. 

Mr. Wiis. Is it not also true that the men who work for 
these airlines now have no job security whatsoever beyond the date 
of the next renewal? 
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Mr. Gurney. All you can point to on that is that good carriers 
making progress towards self-sufficiency have been renewed by the 
Board for different terms of time. Legally they do not. 

Mr. Wiis. Legally they have no such thing as job security? 

Mr. Gurney. That is right. 

Mr. Wituiams. Do you not think that perhaps the fact that the 
airlines might be able to provide job security with a permanent 
certificate would mitigate any such demands for increased salaries? 

Mr. Gurney. That question would have to be answered by one 
more versed in labor relations than I am. 

Mr. WiuraMs. I am wondering, though, just what right the Board 
does have? 

Mr. Gurney. My belief, personally, is the labor demand would 
increase with a permanent certificate. 

Mr. Wruuiams. I am wondering what the Board bases that on? Is 
it on the history of the certification of the trunklines? 

Mr. Gurney. They base it on the fact that presently pilots of the 
trunklines are receiving more pay per hour and per mile than the 
pilots for local service carriers. 

Mr. WiuuiaMs. Was there an immediate demand for wage increases 
after the trunklines were certificated? 

Mr. Gurney. There have been recurring modifications of their 
labor agreements. 

Mr. WiuiaMs. Senator, in your statement you anticipate an 
immediate increase in the cost of labor? 

Mr. Gurney. That is right. 

Mr. WiuuiaMs. Does the history of the certification of the trunk- 
lines give you a precedent for that? 

Mr. Gurney. Yes. The Board, from all its experience, just be- 
lieves that there would be immediate demand for increases, because 
there would be no need for the carrier to come in and justify its 
existence with the reasons for renewal each time. 

Mr. Wiuu1ams. The fact is that the Board has no real basis for that 
belief; nevertheless they do believe it? 

Mr. Gurney. That is correct, they do believe it. 

Mr. WituraMs. That takes care of that. 

I believe it was testified by one of the airlines that it cost them 
$50,000 to have their certificate renewed. I believe, further, you testi- 
fied that the cost to the Government of renewing Mohawk’s last 
certificate was about $600? 

Mr. Gurney. That is right. 

Mr. Wiuu1aMs. Could you give the committee any kind of a break- 
down on that figure of $600? 

Mr. Gurney. That is the actual labor cost of the staff that worked 
on that particular case. That was a clean-cut noncontested renewal 
and the carrier’s justification, lawyers’ fees, and so forth were small 
because it was uncontested. As I remember it, their costs were about 
$17,000. 

Mr. Wiuu1aMs. I believe that one of your colleagues in the Senate 
hearings estimated that about 20 percent, or one-fifth, of the Board’s 
time and expense was consumed in hearings and determinations on 
these renewal certificates. Would you agree with that figure, and if 
not, would you give us your estimate of how much it might cost? 
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Mr. Gurney. I wouldn’t think it would come anywhere near that 
for the reason that a great portion of the Board’s expense comes 
because of our obligations to look at safety. We investigate accidents. 
We take care of rates. We take care of tariffs filed by the airlines. 

All of those functions have nothing to do with renewal certificates 
of the carriers. 

Mr. WruuiaMs. Is that broken down in your budget request? 

Mr. Gurney. Yes. 

Mr. WiturAms. Would it be too much to ask that you submit a 
copy of your budget request to the committee so there can be an 
attempt to determine what part of the Board’s activities are consumed 
in these renewal cases? 

Mr. Gurney. We would be glad to. 

There are plenty of petitions that come in that do not have to do 
with renewals; in other words, requests for exemptions and requests 
to add this or that town, or take this or that town away from the 
carriers, so to break it down just to renewals would be probably 
almost a guessing job. But we can give you a little information, I 
think, if it would be helpful to you, Mr. Williams, and we will give 
you the budget breakdown. 

(Information referred to follows: ) 


STATEMENT RESPECTING AVERAGE Cost TO THE GOVERNMENT FOR HANDLING 
Loca SERVICE CARRIER CERTIFICATE RENEWALS 


During the course of the hearings before both the Senate and House Com- 
mittees on Interstate and Foreign Commerce, the Board was asked what the 
average cost to the Government was estimated to be for handling the certificate 
renewal cases of the local service airlines. Permission was requested in each case 
to submit such material at a later date, after the Board’s staff had had an oppor- 
tunity to review the matter. This statement is submitted in response to these 
questions. 

The Board does not, as a general practice, keep cost figures on the expense to 
the Government for handling renewal issues. Accordingly, the Board’s budget 
estimates have not been constructed in a manner to reflect the portion thereof 
which is specifically applicable to matters concerning the renewals of local service 
carrier certificates. Raasie, a study of work performed during the fiscal year 
1954 was made in order to prepare material in response to the questions asked. 
This study was made to ascertain insofar as possible what portion of the Board’s 
budget may reasonably be stated to be applicable to the handling of renewal 
certificates for the local service carriers. 

Our best assumption is that an average of four renewal proceedings for local 
service certificates will be processed during the current year. On this basis, it is 
estimated that approximately $85,000 (2.25 percent of the Board’s total appro- 
priation for the fiscal year 1955) will be spent on matters concerned with such 
renewals, including all other matters and issues handled in conjunction with the 
renewal proceedings. 

It has been the Board’s experience in the past that the issue of renewal con- 
stitutes a relatively small percentage of the total issues considered in these local 
service renewal cases. The other issues include the matter of route extensions, 
route amendments, suspension of points by trunklines and their assignment to the 
local service carrier, suspensions of other points by the local service carrier, and 
other route and service modifications. These additional issues, which would 
doubtless continue in one form or another were permanent certification legislation 
enacted, amount, we estimate, to more than 90 percent of the total cost of an 
average proceeding. Thus, our best estimates indicate that only about $6,000 
(amounting to 0.16 percent of the Board’s 1955 appropriation) will be spent on 
the certificate renewal issues during an average year, or $1,500 per proceeding. 

Undoubtedly, the estimate of $1,500 per proceeding would be increased some- 
what were the issue of renewal the only issue in such case, since there is a minimum 
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amount of time required for the preparation of an examiner’s report and the work 
of writing the Board’s opinion on renewal. However, the expense in such cases 
should not exceed the amount of $2,000 on the average. 

Mr. WiuuiaMs. That is all, Mr. Chairman. 

The CHarrMAN. The committee will stand adjourned until 2 
o’clock tomorrow. 

(Whereupon, at 12 noon, Monday, February 28, 1955, the hearing 
was adjourned until 2 p. m. Tuesday, March 1, 1955.) 
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TUESDAY, MARCH 1, 1955 


House or REPRESENTATIVES, 
CoMMITTEE ON INTERSTATE AND FoREIGN COMMERCE, 
Washington, D. C. 

The committee met, pursuant to adjournment, at 2 p. m., in room 
1334 New House Office Building, Hon. J. Percy Priest (chairman) 
presiding. 

The CuairMAan. The committee will come to order. 

We are resuming the hearings this afternoon on H. R. 2225 and 
also H. R. 526. 

When the committee adjourned on yesterday, Mr. Williams had 
finished questioning the witness for the moment. It is the intention 
of the Chair first of all today to recognize those members that have 
not had an opportunity previously to ask questions, and the first 
one of those will be Mr. Hale. 

Mr. Hale, you are recognized. 

Mr. Hate. Thank you, Mr. Chairman. 

Senator, let me say that I have been very much interested in all 
a testimony. You have been questioned very extensively, and a 
ot of questions I might otherwise have asked have been covered. 

Now, on page 9 of your statement, you say: 

There is no reason to think that, from year to year at this stage of development 


of the local service routes, the carriers will not continue to shift in relative position 
to each other in showing trends of operational results in one direction or another, 


Is that not also true of the trunklines? 


STATEMENTS OF HON. CHAN GURNEY, MEMBER, AND EMORY T 
NUNNELEY, JR., GENERAL COUNSEL, CIVIL AERONAUTICS 
BOARD—Resumed 


Mr. Gurney. Yes. It depends on where the traffic is the densest 

and whether or not one carrier has better equipment than the other, 

ing about the trunklines, and faster equipment. The volume 
might shift from one carrier to another. 

Mr. Hate. I cannot see why that is logically any reason against 
permanent certification. 

Mr. Gurney. Well, we did not, I believe, give that as the reason 
against permanent certification. What we were endeavoring to do 
there was to show the relative standing of the carriers and say that 
as we went through renewal cases, or one carrier became more efficient 
or had more travel in its territory, it might not remain in the same 
relative position with the other 13 local service carriers. In other 
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words, they might shift from first to second, or even down to third, 
and some other local carrier, through an improvement in its route, 
or through better management or advertising, might come up into a 
place superior to the one that had been superior. 

Mr. Hate. I should not think that anybody would imagine that 
there would be a static situation in any air route pattern. 

Mr. Gurney. Well, if you permanently certificate them, and the 
Board and the carriers are sort of nailed down in their present route 
pattern, it would be harder for the carriers and the Board to adjust 
their routes and take advantage of where there might be a better 
route layout. 

Mr. Hate. Well, that is just what I do not understand. 

Why does permanent certification involve nailing down in a route 
pattern? 

Mr. Gurney. The Board believes that permanent certification 
would not make it so flexible; that it would take longer and make it 
harder to correct the route pattern of these carriers inside their own 
area. 

Mr. Hate. But would you not have some jurisdiction over the 
route patterns even if you granted permanent certification? 

Mr. Gurney. We believe we would have some jurisdiction, but it 
certainly would be much harder to rearrange the route pattern in 
accordance with the testimony and the evidence that is brought before 
us if a better route pattern were laid out. It would be harder, and it 
would take longer. 

Mr. Hate. That is what is hard for me to understand. I will 
take your word for it, but I just do not see why. 

Mr. Gurney. As the committee knows, the committee has asked 
us for suggestions as to what provisos the Board would recommend 
to the committee in case the bill is going to be passed, in order to make 
the bill and the legislation more flexible for the Board to handle. 

I am sorry that I cannot give you those today, those suggestions. 
As you know, we have got a new chairman. It is going to take some 
little time, maybe a matter of a couple of days, to agree on amend- 
ments the Board would like to see attached to the bill, and we hope to 
have the opportunity to send those to the committee within the next 
few days. 

Mr. Hare. Well, I am positive that the members of this committee 
have no wish to freeze any particular route situation. I cannot 
imagine that. But, on the other hand, it is in my mind and the minds 
of other members, I am sure, that the situation which exists today 
with respect to these local feeder lines is not radically different from 
the situation which existed in 1938 with respect to the lines that got 
permanent certification at that time. 

Mr. Gurney. Well, I am sure I could make a long talk on that; 
but the potential that was in front of the grandfather certificated 
trunk carriers is much greater than is in front of the local service 
carriers at this time. In other words, they had a short grandfather 
certificate for just a portion of what we know the trunklines now to be, 
and their potential was lengthening them out so that they connected 
clear across the country over the densest traffic routes. 

Mr. Hate. What you mean is that the difference in degree is so 
great that it amounts to a difference in kind? 

Mr. Gurney. Yes. 
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Mr. Hate. Would that not be a fair statement? 

Mr. Gurney. Yes. There isn’t the traffic in front of the local 
service carriers, because people don’t travel in such numbers in the 
smaller areas inside the area that a local service line is certificated to 
handle. They cannot go outside of their area, because they get into 
the area that the next door neighbor local service carrier must have 
for his own, in order that he will have a chance to develop his greatest 
potential there. 

Mr. Hate. Of course, as you pointed out yesterday in your testi- 
mony, the local service in my State is all handled by Northeastern, 
which has the status, whether it should or not, of a trunkline carrier. 

Mr. Gurney. It is permanently certificated. 

Mr. Hate. And it is permanently certificated. I certainly do not 
see that the permanent certification of Northeast Airlines has done 
the people of Maine any harm. Do you think it has? 

Mr. Gurney. Well, it has not done the airline any good or the 
people up there, either, because it is still on heavy subsidy. 

Mr. HinsHaw. Why has it not done them any good? 

Mr. Hate. At least we have got service. 

Then you say, on page 5: 


The permanent certification of the 14 local service companies would practically 
eliminate the incentive of economic survival. 


I do not understand that; because you said, a couple of pages 
before in the statement, that the local air routes compete very sharply 
with buses and with private automobiles, and with the improvement 
in highways that competition is going to get all the sharper. For 


example, a drive from Washington to Baltimore is an entirely different 
thing today, with the parkway completed, than it was a couple of 
years ago. 

Mr. Gurney. Well, Mr. Hale, the Board originally certificated all 
of these local service lines with a certain pattern of routes in their 
area. In going through the experimental stage, they have found 
that some of these segments, some of these branches, from the main 
terminals in that local service carrier’s area, didn’t work. Some of 
them were not the best that could be figured out. So as each renewal 
period came up, or even in between times, changes were made by 
exemption on application of the carrier or on application of the 
community. And so, over a period of years, we are still trying, for 
most of the carriers, to develop their route pattern, so as to develop 
the greatest potential of traffic in that area for that carrier and for 
those communities. And that job is not finished; especially for some 
of the local service carriers. Some of them are almost as good, I 
believe, as they can be made, although I am sure improvements will 
be made right along from here on out as they come up. 

Mr. Hate. Then on page 4, you say: 

However, under the practice of temporary certification heretofore pursued by 
the Board, there still remains a strong economic incentive for local service manage- 
ments to improve their service, to use their greatest ingenuity to create a greater 
demand on the part of the public, and to mold their product to that demand. 

I certainly do not see why they would not be under an equal incentive 
if they had a permanent certification. 

Mr. Gurney. Well, the point is that if they can become more 
efficient, get more bodies on board, cut down their expenses by better 
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and better management all the time and cooperation with the com- 
munities, then they can cut the subsidy down and at the same time 
give better service. 

Mr. Hass. If that is an argument against permanent certification 
for short haul airlines, I should think it would be an argument against 
permanent certification for long haul airlines. I would suppose that 
anybody who ran an airline, whether he was running a short distance 
or a long, would try hard to run a good airline. The airlines, while 
they may be noncompetitive with respect to other airlines, are always 
competing strenously with other methods of transportation, to wit, 
railroads, buses, private automobiles, and so on. 

Mr. Gurney. Well, the air traffic industry is certainly a dynamic 
industry. We started it out on the local service basis only about 8 
or 9 years ago. And certainly the many changes that have been 
made for all of the 14 carriers over the years have greatly improved 
each year the opportunities that each carrier had and each community 
had for better service as they have grown up over the last 8 or 9 

ears. I am completely in accord with your belief and the expressed 

elief of most members of the committee that local service is here to 
stay. But 1 say that the job of working out the best pattern, working 
out the best markets for these lines, is not done, and the Board feels 
it is their responsibility to tell the committee that we are not through 
with the job, and we could operate better if we had a continuance of 
the present flexibility under the present law. 

Mr. Hare. You say on page 13: 

The only way to obtain this permanency on a solid foundation is for each local 
service carrier to offer a service so appealing to the public it serves that it makes 
money. 

I cannot imagine that there is going to be any controversy on that one. 
But then you say: 

Permanent certification by legislative action would grant to these 14 companies 
a degree of economic security heretofore unknown in the United States—a de 
facto monopoly for each, on a permanent basis and with a virtual guaranty of a 
livelihood by the Government. 

There you and I, it seems, do not get together. 

Mr. Gurney. Using that word “monopoly”’ there, we believe that 
each of these 14 carriers does have a monopoly in its area, because 
by no stretch of the imagination could we certificate another local 
service carrier into that area and expect either one of them to do well. 
You have got to keep what local traffic there is in a certain area for 
the carrier designated for that area. 

Mr. Hate. Sure. But there are a lot of monopolies in our economy. 
There probably is not more than one telephone company serving that 
area and probably not more than one power and light company 
serving that area. There are situations which require monopolies, 
and we have to regulate the monopolies. 

Mr. Gurney. Permanent certification means you freeze the pattern, 
the trackage, of that carrier as it now is; and to change it, it is going 
to be harder if you give them a permanent certificate than if they 
come up after a number of years for changes that they may want or 
which the communities may want. 

Mr. Hate. I do not think there is much to be gained by asking you 
purely argumentative questions. I just do not agree with you. 
That is all. 
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Mr. Gurney. I see. I have stated the Board’s views. I have 
done the best I can. 

Mr. Hate. I have great respect for your experience and sincerity 
but it seems to me that we can pass legislation that will improve this 
situation without the objectionable features of monopoly. 

Mr. Gurney. Well, in this case, I do not believe the monopoly is 
objectionable. I think it has got to remain a monopoly for that local 
service carrier in their own area for some time to come. 

Mr. Hate. In your testimony, as this developed, if I followed it 
correctly, you say that local air service or any other air service spends 
some time in an experimental stage and then in what you call, I think, 
a developmental stage, and then it reaches maturity. 

Mr. Gurney. That is right. 

Mr. Hate. It is awfully difficult for me to predicate the exact 
moment at which an airline ceases to be experimental and becomes 
developmeatal, and then when its voice changes, so to speak, and it 
becomes mature. 

Mr. Gurney. When you first give a track to a local carrier, it is 
experimental. Then we find that there is no chance of getting enough 
traffic there to warrant keeping it in that particular string of commu- 
nities, or maybe change that experimental line. And then we finally 
get to the place where we are pretty sure and the carriers are sure 
that that is going to work out all right. So then you start to develop 
it, develop the traffic, let the seen know that it is there, let them 
know the advantages of using the local service carrier in preference to 
automobile and buses. Let them see what they can get in the way of 
service. In other words, advertise and make good on the statements 
and thereby gradually increase the traffic and lower the subsidy. 

Mr. Hatz. Presumably some of these 14 airlines are nearer matu- 
rity than others. 

r. Gurney. That is right. 

Mr. Hate. And if we do not legislate, presumably some will get 
permanent certification within the next 5 years or 10 years. 

Mr. Gurney. Sooner than that, I believe. 

Mr. Hate. Well, within the next year? 

Mr. Gurney. I do not know how the Board will vote on that, but 
I would suspect within a few years, at least. 

Mr. Hate, ‘“Few”’ is kind of vague. A few may mean 3 or 15. 

Mr. Gurney. Being only one member of the Board, I could only 
give you may personal opinion. 

Mr. Hats. I appreciate that. 

Mr. Hayworrn. Will the gentleman yield? 

Mr. Hate. I am just about through, Yes. 

Mr. Hayworrs. That points up a question which I wanted to ask, 
and I would like to make specific the thing you just talked about. 
How soon, in your opinion, would you begin certificating these airlines, 
and how rapidly might the present lines be certificated over the next 
10, 15, or 20 years, as you see it? I assume some of them might never 
be certificated. 

Mr. Gurney. I would say that a carrier, as soon as it shows com- 
plete justification for the trackage that it has now, and shows that it 
is really on the way toward self-sufficiency, and there is some prospect 


of obtaining that, then I should think that the Board would be ready 
to recommend against a permanent certificate. 
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Mr. Haywortu. I would like to have you reply in specific num- 
bers, if you could. Do you think that you might certificate 2 of these 
in the next 2 years, or 5 in the next 4 years? 

Mr. Gurney. Of course, if the Board had some difficulty in selling 
the committees of Congress on the necessity for appropriations for 
subsidies, it will take longer. 

I will say, quickly, though, that we have never had any difficulties 
in receiving appropriations for subsidies for the local service lines. 

But take Allegheny Air Lines. It receives 35 percent of its revenue 
its operating expenses, from subsidy; Bonanza, 45.8 percent; Mohawk, 
25.8 percent; North Central, 38.5 percent; Piedmont, 33.8 percent; 
Pioneer, 34 percent; Southwest, 31.5 percent; and West Coast, 46.7 
percent. And then we have some others that receive a great deal 
more percentagewise of their operating expenses from subsidy: 
Central, 74.9; Frontier, 54.1; Lake Central, 66; Ozark, 53.5; Southern, 
56.3; Trans-Texas, 58 percent. 

Now, we realize that subsidies are not everything, and we realize 
that service to the communities must be maintained, but we do feel 
a responsibility in the Board to keep these subsidies down as far as 
we can, and we do not feel that some of these carriers would, under 
ordinary circumstances, be certificated as soon as some of the others, 
who are operating in a more densely populated area. 

Mr. Hayworrs. How soon do you think the first ones might be 
certificated? 

Mr. Gurney. I think there are 3 or 4 carriers there, maybe 5, 
that could be certificated in the next year or so. But if we put it on 
a percentage basis, then there would be possibly a hue and cry from 
the other areas that are isolated and possibly need local service more 
than the other areas where the population is more dense, and they 
would say, ‘‘We are just as much entitled to permanent certification 
as they are.” But, still, the subsidy obligation is greater percentage- 
wise to these carriers in the sparsely populated country than in the 
east. 

Mr. Haywortn. All right. Thank you, 

Mr. Hate. What surprises me is that Northeast was ever certifi- 
cated, in view of what you said. 

Mr. Gurney. Well, I do not know when they got their permanent 
certificate. 

It was a grandfather certificate, they tell me, in 1938. 

But still their territory was of a local-service nature, and since 
1938 they have not been able to get off subsidy. 

The CuarrMan. Mr. Beamer. 

Mr. Beamer. Mr. Gurney, the other day I think you made the 
statement, and we partly agreed with it, that the Board’s opinion 
was that they wanted to improve the condition of the smaller lines, 
as well as continuing favorable operations for the larger lines. In 
other words, I think we made the statement that we did not want the 
rich to get richer and the poor to get poorer. Now I wonder if I 
might be permitted to come down to one specific case. We think of 
these things as they come before our particular areas. 

I have before me a release of the CAB just dated yesterday, in 
regard to Lake Central and North Central. I would like to ask you 
several questions on that case because it is greatly of concern to those 
of us in Indiana, Michigan, and Ohio. 
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Is this not a bit of a turnabout or repudiation of the Board’s pre- 
viously expressed policy of trying to help the smaller company, the 
smaller aviation line? 

I go back to the route 106 renewal case, which was a bit contrary 
to this particular decision here, and I believe inconsistent. 

Mr. Gurney. I was one of the majority that voted in favor of 
North Central Airlines performing the service between Chicago and 
Detroit, and that is the case you asked about. 

For efficient operation, it is better to round out the operation, so to 
speak. North Central came down from the Upper Peninsula of 
Michigan in a southeasterly direction to Detroit. That was a stub 
end, not connected with their main operation, which goes from Min- 
neapolis down to Chicago and up to Milwaukee. 

Mr. Beamer. That is the big operation up in the Northwest; is 
it not? 

Mr. Gurney. That is right. North Central operates from Inter- 
national Falls in Brainard and Duluth down to Minneapolis, Chicago, 
and over to Milwaukee, and into the Upper Peninsula of Michigan. 
By connecting them up from New York to Chicago, that rounded 
out their operation, giving them better use of their airplanes and 
giving them a more efficient operation. 

North Central Airlines, as I have just said, only gets 38.5 percent 
of its revenues from subsidy. This will go a long way toward making 
them self-sufficient. 

Mr. Beamer. May I ask this, though: Lake Central receives a 
subsidy, as you said a moment ago, of 66 percent. 

Mr. Gurney. That is right. 

Mr. Beamer. Now, is that not the case with route 106 and a 
number of other of your decisions, that if the smaller line was given 
the certificate to operate, in this instance between Chicago and De- 
troit, would it not have reduced the subsidy very substantially for 
Lake Central, reducing that 66 percent? In other words, would it 
not have been more of a saving to the Federal Government than the 
present decision giving the approval to Lake Central? 

Mr. Gurney. That would be a stub end partially for Lake Central 
Airline. In other words, they go up to Detroit and turn around and 
come back. They do not go around from Detroit and go elsewhere, 
for Lake Central. 

Mr. Beamer. And Chicago. It is a route that was abandoned by 
American; is that not right? 

Mr. Gurney. The petition was to abandon it. 

Mr. Beamer. Has that been approved? 

Mr. Gurney. Yes, in the same decision the Board allowed American 
to get out of those intervening towns. That is right. 

Mr. Beamer. Now, pardon me. Does American still have a 
nonstop flight certificate? 

Mr. Gurney. They do, from Chicago to Detroit. 

Mr. Beamer. But no intervening stops? 

Mr. Gurney. That is right. 

Mr. Beamer. Is it not true, though, Mr. Gurney, that you said 
yesterday and also today, if I correctly understood you, that the 
necessity and the convenience in the local communities was of great 
importance? May I ask this: It came to my attention that no one 
in the Michigan area, none of the towns, appeared in behalf of Lake 
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206 PERMANENT CERTIFICATES FOR LOCAL SERVICE AIR CARRIERS 


Central; but it is true, is it not, that many of the towns down in 
Indiana, particularly Kokomo, and the area in that community, 
presented a very strong case? 

Now, I would like to present that case a little stronger from the 
opinion of the Board here, because I feel that this is so typical of 
many other cases that are occurring, that are so fresh in our minds. 

Kokomo happens to be next to Bunker Hill Airbase. They are 
putting in a very large new Chrysler plant at Kokomo and they have 
many reasons why they are going to not only increase but multiply 
the number of fares comin lon that entire area. In other words, 
the traffic board, and I think your examiners, record that there would 
be a larger amount of traffic flowing from that direction if Lake Central 
had the certificate than if North Central received it. 

Mr. Gurney. In the Board’s opinion, that service north and to 
Detroit will be available to those who want to go up into that area 
from Kokomo or other towns down there. There will be a connecting 
point where Lake Central Airlines crosses this proposed North Central 
line right straight north of Kokomo there, in the lower part of Michi- 
gan. ‘So there will be connections there where they can go on into 

etroit. 

Another factor that caused the Board to certificate North Central 
rather than Lake Central is that North Central already has its ground 
crew, sales force, ticket offices, and so forth, at Detroit. There would 
be om extra expense of establishing a new point for North Central 
Airline. 

Mr. Beamer. Well, of course, that is not absolutely untrue, and 
Lake Central has been operating, of course, through one of the other 
lines at the present time. 

Mr. Gurney. Well, Lake Central was not into Detroit. 

Mr. Beamer. But how much difficulty would it be to have it come 
into Detroit? 

Here is a point I wanted to bring out in your own report, the 
Board’s report. It is stated here, and I am reading from the report, 
that it was made clear that the selection of Lake Central— 
was based upon the greater need of the carrier for the route and his estimate that 
Lake Central’s ratio of break even need to commercial revenue would be de- 
creased by 27 percent if awarded the segment, whereas North Central’s ratio 
would be decreased by only 6 percent. 

In other words, we are coming back to the same point again, are 
we not, Mr. Gurney, that if we are going to certificate any line, is it 
not going to be to the advantage of the smaller outfit to build them 
up and to make continuous savings for the Federal Government, and to 
give greater service to the communities? And 27 percent and 6 percent 
seems quite a jump in there. 

Mr. Gurney. I have tried to say during the last 3 days that I have 
been on the witness stand, that an area must be maintained for the 
local-service carrier trying to do a job in that area. 

We felt, the majority of the Board felt, that that territory was in 
North Central’s area, and not in Lake Central’s area. 

Now, I do not know what opportunities will come before the 
Board and come to the carrier to expand elsewhere, but they do 
operate Lake Central in Illinois, Indiana, and Ohio. 

Mr. Beamer. Are they not rather hemmed in if they do not have 
the certificate? In other words, what other chance does Lake Central 
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have to expand, since this one particular area has been taken away 
from them by a company that really is rather greatly removed from 
that area? I mean, is it not hard to explain and see it on the map, 
at least? 

By the way, Northwest Airlines, as you know, maintains their office 
in Chicago in connection with Lake Central Airlines. And I wonder: 
Is it a very expensive proposition for any company to maintain services 
through another agency, as they have in Chicago? 

Mr. Gurney. When they do that, they do not develop the full 
potential of traffic for the local service line. They must get in there 
and really go after the business in order to develop it to the fullest 
extent that it should be developed for that local service line. There 
are certain cooperative things, like ground service, that a local carrier 
can get from a trunk, that are all right. But as to sales force and 
general getting out and getting business, they should take care of 
their own. 

Mr. Beamer. Do you think this is going to improve air service, 
air facilities, for the people in, shall we say, southern Michigan and 
all of Indiana and eastern Ohio, where presently Lake Central has 
been serving and is attempting to give better service? This present 
decision? 

Mr. Gurney. This present decision? 

Mr. Beamer. Yes. 

Mr. Gurney. I do not know as it will help Lake Central. 

Mr. Beamer. I am not talking about Lake Central. I am talking 
about the people in that community. 

Mr. Gurney. We believe it will give them the best service. The 
majority of the Board felt we could best serve those communities by 
putting North Central in. 

North Central does not go south of Chicago, as I remember, but this 
goes east of Chicago and a little north, away from Lake Central’s 
regular recognized area. 

r. Beamer. I think it would be interesting for the matter of the 
record to realize, too, that Lake Central now is owned by the em- 
ployees, by 162 employees, owning 97% percent of the stock. That 
represents 65 percent of the total employment, and it is newly financed. 
It has cooperative assistance from many of the communities and they 
are working hard. 

What I am trying to say, Mr. Gurney, to come back to a statement 
I believe you made, if I understood you correctly: Our first interest 
is in the local community to be served. 

Mr. Gurney. That is right. And the Board felt that this would 
give those communities the best service. 

Mr. Beamer. Well, the communities do not-feel that way. They 
are going to make a request for reconsideration, as you may know. 
The communities are very much disappointed, in fact, and they are 
quite concerned over the case. That is why I thought I would tell 
you in advance. 

Mr. Gurney. We sometimes make mistakes, and we have many 
petitions for reconsideration. And, of course, the Board will study 
them carefully and study the points made and do the best job we can 
in deciding. 

Mr. Beamer. I would like to pursue this. I do not like to take too 
much time, Mr. Chairman. I am only doing this because neither of 
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these lines have a permanent certificate, and I think it might bear 
out the point that since there is this conflict of interest, not between 
the two lines but between the people of the communities, if we are 
going to give permanent certificates, I feel that probably it is very 
essential that the Board be acting in the interest of the public con- 
venience and necessity regardless of the financial status of the lines. 
At the same time, the Board has seemingly taken the attitude that 
they want to improve the status and financial condition of the smaller 
lines, in order that they can develop and give better service to the 
communities. 

In this particular instance, North Central does not come into 
Indiana and into Ohio and does not come into southern Michigan. 

Mr. Gurney. North Central is in southern Michigan. It was in 
Detroit. 

Mr. Beamer. That is only into Detroit. But that is what I am 
thinking about. Some of the members of this particular committee 
are interested in the Michigan area and I know in the Ohio area. That 
is the reason I have pursued this particular point, because I think it 
bears out the point that Mr. Hale was raising a moment ago. And 
I only wanted to use it as an illustration. 

I will yield the floor, Mr. Chairman. 

The CHarrMAN. Mr. Flynt? 

Mr. Fiynt. Mr. Gurney, do you think the local service airlines as 
of March 1, 1955, are as well prepared for permanent certification as 
the so-called trunklines were in 1938? 

Mr. Gurney. No; I do not. 

Mr. Fiynt. Is that from a standpoint of service that they are 
capable of rendering, or from the amount of subsidies that are required 
at the present time? 

Mr. Gurney. Neither one. It is their chance to become self- 
sufficient, what traffic potential is ahead of them, what is their chance 
for a place in the sun. 

The trunklines had the chance to grow as big as all outdoors, 
which they have done. The trunkline carriers now take in a couple 
of hundred million dollars a year in revenues from passengers. That 
is because the potential was there. All your Big Four, I think, take 
in more than a hundred million dollars a year from passengers, from 
sale of tickets, all of the Big Four airlines, and most of the trunks 
get up there with the revenue each year, while the local service carriers 
do not have that potential in front of them. 

Mr. Fiynv. Allright. Who is to say that if permanent certification 
is granted and adequate equipment and suitable equipment is provided 
to these lines, they will not be able to provide comparable potential 
to what the trunklines have? 

Mr. Guerney. You mean develop to the size, or just develop to 
self-sufficient corporations? 

Mr. Fiynt. To self-sufficiency and to adequate service of these 
local areas, 

Mr. Gurney. I think the Congress can figure on paying subsidies for 
quite a few years yet to some of the local service carriers. 

Mr. Fiynt. But it goes back to the same old argument, that as 
long as they have to use the present DC-3 type of equipment, the 
amount of the load factor will not be sufficient to put them on an 
operating-at-a-profit basis. 
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Mr. Gurney. That is right. 

Mr. Fuiynt. And yet they cannot, in all probability, develop the 
type of equipment that they want and that they need in the absence 
of permanent certificates. Do you go along with that? 

Mr. Gurney. Well, hardly. I think they have got the money if a 
plane was available. I mean, if it was on the drawing board and they 
could make a concerted effort to get the orders with the company 
that could design a plane. And again I say that the Government 
should assist them in developing that kind of a plane. The Board 
has gone on record in favor of developing a prototype airplane for 
the local service carriers. 

Mr. HinsHaw. Will my friend yield? 

Mr. Fiynrt. I will be glad to. 

Mr. Hinsuaw. In the years that I have been here, I have seen 
time after time when the local service carriers laid down specifications 
as to the type of airplane they wanted; they have even had com- 
mittees to go around the country and interview manufacturers to get 
them to build the airplane. And none of the manufacturers are willing 
to take it up and build even a prototype until these fellows get adequate 
certification so that they can guarantee the payment for the aircraft. 

That statement that you just now made seems to me to be quite 
wrong. 

- Mr. Gurney. It seems what? 

Mr. Hinsuaw. It seems to me to be quite wrong. 

Mr. Gurney. Well, I say that because the records show that any 
oe line that wanted to buy new equipment or more 

3’s 

Mr. Hinsuaw. Oh, DC-3’s and DC-4’s, yes. But no airplane that 
is adequate or suitable for these carriers to use in local service. Those 
things are old junks, and everybody knows it. They have been built 
for 20 years. 

Mr. Gurney. Well, fine, if a permanent certificate would get it 
for them and get the finances and would get them a plane that would 
operate efficiently. It would be a great help. I will admit that. 
But I do not believe that financing is withheld just because they 
have a 3- or 5- or 7-year certificate. 

Mr. Fiynt. We all agree that if the equipment problem can be 
solved, the service to the local areas would be increased, multiplied, 
in fact. 

Mr. Gurney. That is right. 

Mr. Fiynt. And also the chance of operating without subsidies 
will be increased. 

Mr. Gurney. It will be bettered a whole lot. 

Mr. Fiynt. Then the first thing we want to get at is some way 
of whipping this equipment problem. 

Mr. Gurney. Well, yes, after we have done as good a job as we 
can in laying out the proper pattern for each carrier. 

Mr. HinsHaw. I would like to say that one of the biggest men in 
one of the top airplane manufacturing companies, not in my territory, 
by the way, called me on the telephone day before yesterday and 
asked me, “What chance do you think there is of this local-service 
bill going through?” 

I said, “‘I think it has a beautiful chance, and if it is vetoed, it will 
go through twice, over a veto.”” I said, ““Why do you want to know?” 
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He said, ‘“‘Well, we have been trying for the longest time to get to 
build an airplane for these fellows. We have it on the drawing 
board. We are ready to go. But we cannot go until adequate 
financing can be provided through long-term certification. And these 
2-year certificates are not enough.” He said, ‘“They would have to 
be a minimum of 10 years, and permanent certification would be an 
awful lot better.” 

I said, ““Thank you very much.” 

Mr. Fiynt. Senator Gurney, near the bottom of page 5 in your 
prepared statement of Friday, and I am quoting: 

One of the most distressing arguments the Board has heard in relation to 
permanent certification is the comparison of the subsidy bill of $20 million to 
$25 million with the many times greater amount which the Government spends 
on rural free delivery, crop-support program, and other activities of the Govern- 
ment involving direct or indirect subsidization. 

Now, from that I gather that one of your arguments is that the fact 
that the local service carriers are still receiving subsidy is what you 
might call stultifying, and it in itself is sufficient to justify your posi- 
tion in opposing permanent certification. Did I put the proper 
interpretation on what I just quoted from your statement? 

Mr. Gurney. Well, not quite. We feel that we don’t want the 
local service carriers to lay down on their oars and just depend on 
subsidy from here on out. We want them to work together with the 
Board and the communities in getting the most efficient operation 
we can get and working with us to lower subsidy. 

Mr. Fiynr. But you do consider that the subsidy is one of the 
bases for your opposing permanent certification? 

we Gurney. That is right; and the factors that make us pay a 
subsidy. 

Mr. Fiynt. Back in 1954, when you appeared before the House 
committee, this same committee, of which I was not a member at 
that time, about the middle of page 58, you said this, and I quote: 

Personally, I like the local service carriers, and I think I am saying something 
that would be agreed to by every member of the Board individually and collec-. 
tively. We do like the local service carriers. We think that they are doing a 
great service. And we can look at them to some extent in the same philosophy 
that was used in justifying rural mail carriers. If we do that, of course subsidies 
are justified. 

Now, can you square that statement made last year with the 
statement contained on page 5 of your Friday statement? 

Mr. Gurney. I do not believe there is any inconsistency there, 
Congressman. 

Mr. Fiynr. Senator Gurney, these figures may be 1 or 2 percent off 
either way, but it is my understanding that in the calendar year 1938 
approximately 37 percent of all trunkline revenues came from mail pay. 
I also understand that in the calendar year 1938, the year of the 
enactment of the grandfather law provision, excluding the Big Four, 
Speen xtiaa ene 53 to 55 percent of all trunkline revenues came from 
mail, 

Now, I ask you if you do not think that those figures of 37 percent 
overall and 55 percent excluding the Big Four trunklines, in 1938, 
compare very favorably with the current 45 percent figure on the 
local service carriers? 
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Mr. Gurney. Well, I do not have those figures in front of me so 
that 1 can look at them. I have tried to follow you. 

We do have figures here of what the domestic trunk carriers cost, 
and their revenues, 1939 versus 1954, and we do have the local service 
costs and revenues and ton-miles and passengers for 1954, and this 
schedule is being distributed now. I believe it gives a pretty good 
picture of the question you are getting at there. 

In other words, in 1939, the commercial revenues of the domestic 
trunks were $30 million. Now it is $880 million. In 1954, the local 
service carriers took in $26 million. So that does compare as just 
about the same amount that the trunklines took in in 1939, all the 
trunklines. In total mail pay, the domestic trunks were getting $36 
million this year, and in 1939, they were getting $17 million. In 
mail ton-miles, the trunks were carrying much more, about eight 
times as much as the local service carriers are now carrying; and in 
revenue passenger miles, about the same. The local service carriers 
in 1954 totaled 401 million passenger miles, and the trunks totaled 
549 million, just a little bit more than the local service carriers are up 
to now. In mail revenue, the local service carriers do not carry so 
much mail in proportion. The domestic trunks were getting paid 
$2.15 in 1939 in revenue per mail ton-mile, and the locals now are 
getting $24.83. So while the trunks are now getting subsidy as a 
percent of total revenue—maybe these are not comparable—of 0.42 
of a percent, the local service carriers are now getting subsidy in the 
amount of 47 percent. Mail pay for the trunks in 1939 was 35 per- 
cent. The mail pay and subsidy now for the locals is 49 percent. 

By the way, somebody asked what the postage revenue, air mail 
revenue, was for the trunks in 1939, I mean the postage rates, the sales 
of 6cent stamps. In 1939 it was $16,326,358, while the sale of airmail 
stamps in 1953 was approximately $154 million, an increase of almost 
10 times since 1939. 

I have a few more figures here in answer to questions that were 
asked the other day, Mr. Chairman. 

The CHarrMAN. In response to questions that were asked pre- 
viously, you may proceed with your figures. 

Mr. Gurney. Had the Congressman finished? 

Mr, Fuynrt. I yield the floor. 

Mr. Gurney. Mr. Chairman, Congressman Harris asked for 
trunkline statistics for 1939, and they are contained on the sheet that 
has just been distributed. Mr. Harris also asked for the amount of 
revenues received in 1939 for the sale of stamps, freight, and so forth. 
I have just given you the record on the sale of stamps. I do not have 
the income on freight and passengers for that year at the moment, but 
we can furnish it for the record if you would like. 

The CuarrMaNn. We should like to have that figure for the record. 

Mr. Gurney. All right. 

(The material referred to follows:) 
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Comparative mail pay and commercial revenue statisiics, domestic trunklines, fiscal 
years 1939 and 1954, and local service lines, fiscal year 1954 














Domestic trunks Local 
service, 
1939 1954 1966 
Total mail pay, thousands. -______.- Ci i UL a $17, 001 $36, 705 $25, 874 
Commercial revenue, thousands: 
PURO. icc hs du Abden is cates innicteb dat as bids he 28, 300 815, 371 24, 221 
ITT lnc ; Géinmusin- catenin’ ¢aiveieaniiinemake canta tain 1, 438 . 452 
WON Se oe i es sil Te ea () 31, 010 468 
ERE LT El PERO GTR PS 293 9, 293 148 
SPORE TAG POUND oo occ wpidc soc enedbdelbutegennpes 665 10, 340 764 
Ws baie sh 1d-Cenabenecinecandaneosnveadinneneesiet ae 30, 696 2 880, 544 3 26, 053 
Mail ton-miles, in thousands.-_..._. olan clita iain h i sala 7,909 76, 522 te 1, 042 
Revenue passenger miles, in thousands. --_...........--.-...- 549, 365 15, 139, 299 401, 024 
Mail revenue (including subsidy per mail ton-mile) _.____._._- $2.15 $0. 48 $24. 83 
DE, Sy INE... 5 -atndhetttii>ddidiecmnesbeanlinereene (4) $3, 813 $24, 632 
Subsidy as percent of total revenues_--_-__........-.-....--..--]--.----------- 0. 42 47 
Total mail pay as percent of total revenue......_......-.-.-..- 35. 6 4 49.8 





1 Express and freight were not segregated prior to July 1, 1945. 

2 Includes local service operations of Braniff Airways, in amount of $704,000. 
3 Excludes loeal service operations of Braniff Airways, in amount of $704,000. 
4 Not available. 


Nore.— The 1939 statistics include Inter-Island Airways, Ltd. (now Hawaiian Airlines, Ltd.) but exclude 
Pe Airlines. 1954 data for local service operations of Braniff Airways included with data for domestic 
runks. 


Mr. Gurney. Also, Congressman Harris asked us to present sug- 
gested language to amend the House bill; that is, that the Board 
might offer. 

We hope to have that up in a few days. 

He also asked us to submit a statement clarifying Friday’s testi- 
mony about the 1-year renewal for Central. 

I reiterated a statement I had heard Senator Lee make before the 
Senate committee. I apologize. It was Lake Central Airlines that 
was given a l-year renewal. I left out the “Lake” and so did the 
Senator, and so we both apologize. Central Airlines has had only 
one renewal case. That proceeding was in February 1953, and at 
that time Central was renewed for a 3-year period. Lake Central 
Airlines was given a 1-year renewal. 

There were also some questions asked about the cost to the Board 
of these renewal cases, and specifically we were focusing on Mohawk 
Airlines, the renewal of Mohawk Airlines. This case involved very 
largely renewal issues with only minor attention being required as to 
the new route issues in the application. 

It is estimated that the Bureau of Air Operations cost of processing 
this renewal case was between $600 and $700. This computation 
involves only the Bureau’s time and does not include other Board 
personnel, such as the Opinion Writing Division, the examining staff, 
and so forth. 

The Examining Division has estimated their cost at $850. We 
cannot separate one case from another in some of the other divisions, 
but the total costs are thought to be, from the best estimates we can 
give you now, on the Mohawk renewal, a cost to the Board of about 
$2,000. 
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There were also questions that came up as to the landing fees 
charged by some of the communities for local service carriers, where 
trunklines were paying a greater landing fee. I think I can do no 
better than quote from Senator Lee’s address that was made in 
Louisville, Ky., to a convention down there of airport operators, and 
these figures were furnished him by our Audits Division, so I am sure 
we can rely on them. 

Mr. HinsHaw. Pardon me, Mr. Gurney, but are you speaking of 
a member of the Board now, and not a member of the Senate at the 
present time. It was the former Senator Lee? 

Mr. Gurney. Former Senator Lee. That is right. 

Mr. Hinsuaw. I was trying to figure out who might be in the 
Senate now with the name of Lee, and I could not figure. 

Mr. Gurney. Well, I am sorry. The Board member, the former 
Senator, Josh Lee. 

This is reading now from Josh Lee’s report; a member of the Board. 

The Board has urged the airport managers to give the feeder airlines favored 
treatment in the matter of landing fees and airport charges. A survey of 331 air- 
er out of the 401 served by the feeders shows that the airports making a landing 
ee charge of less than $1 include 154 of these airports, and less than $2 at 94 
others. It shows that the average landing fee of the feeders is $1.45. This is 
below the average for the trunks. Of the 331 airports on which we have informa- 
tion, 81.7 percent charge less than $3 per square foot for rental space in the hangar. 
Here again this charge is very substantially below that charged the trunk carrier. 
It should be borne in mind, of course, that the size of the city served accounts for 
the major portion of the difference. Nevertheless, there is undoubtedly some 
monetary concession made by some of the airports because the feeders are experi- 
mental. 


And then, going into the wages of pilots and copilots, he had this 
to.say: 

Furthermore, the employees of these airlines have accepted lower pay scales 
and have deferred pay increases as their contribution to this experiment, with 
the hope, of course, that it will succeed and thereby provide them with permanent 
employment. When fringe benefits are included, the differentials between trunk 
carriers and feeder carriers in pilots’ pay alone is approximately $100 per month. 

That figures $67 per month in actual salary difference, and the other 
$33 in fringe benefits, and that was the basis for the statement I made 
the other day, Mr. Chairman. 

We have another computation here coming from questions asked 
by Mr. Hinshaw, which has to do with the cost of helicopter service 
versus local service carrier cost. We can distribute this information, 
but I guess you have already had it. I do offer it for the record, Mr. 
Chairman. 

The Cuarrman. It will bereceived. It has been distributed already. 

(The material referred to follows:) 
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Helicopter data and comparisons with local service carriers, 12 months ended June 30, 
1954 
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New York airways 
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Helicopter Angeles 
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Commercial revenue per rev- 


























enue aircraft-mile (cents) ---- 9. 48 WE aiaciaenss as 12.3 55.9 
Operating expense per rev- 

enue aircraft-mile (cents) -._- 134. 79 kh ede sigs 243.7 109. 6 
Operating breakeven need per 

revenue aircraft-mile (cents). 125.31 | 4&4 ee oe 231.4 53.7 
Ratio of breakeven need to 

commercial revenue. ___.-.-- 13. 22 IQGR: |e --.sss ns 18.81 | - 96 
Breakeven need per commer- | 

cial ton-mile (dollars) - .-..--|.......-----| 116. 89 | ---.--------| 155. 38 | - 61 








Breakeven need per mail ton- } 













mile (dollars)... -._--- 14.29 31.04 |. | 19.85 23. 99 
Commercial ton-miles per 

merle. S220 Torah Os nadie} 20 F 2op' | 1 5,351 | 22,830,911 
Mail ton-miles per carrier._--- 29, 976 OB /SIO Hes 20 se 2 41, 875 2 71, 516 


Average passenger load in 
scheduled service (person) - .}_........--- ain anaitha. sta dhiamaieiniatia a 
Average mail load in sched- 
uled service (pounds) - ------ 175 | 335 5 tied. he 
Average passenger journey 
I lah it ean arecin tetas il ei begs tei insa oialae initiate inal ison ube wie abi a alla tae i in aint thine 
Average aircraft hop (miles) __- 9.01 12. 18 YON Va coscosdsseu 

























1 Excludes Wiggins but includes Braniff route 106. 
2 Average. 










The CuarrMAN. Are there further questions? 
Mr. Hrnsuaw. Yes. I would like to challenge that statement by 
Senator Lee and ask to have him prove it. Now, he has not proved 
at all that the landing fees for a DC-—3 owned by a carrier, which is 
designated as a local service carrier, are any different than a landing 
fee for a DC-3 which is owned by a trunk carrier. 

Mr. Gurney. In the time I had to confer with him this morning, 
he advised me that these figures were furnished him by our Audits 
Division and that the information was given to him at the time he 
made his speech last May, as authentic from that Division. That is 
all I show. 

Mr. HinsHaw. That may be, but it does not cover the same sub- 
ject. It gives averages and does not say anything about airplanes, 
what size airport it is, or anything about it. 

Whoever was asking the questions the other day 
talking about this. 

Mr. Wituiams. Will you yield at that point? I have the record in 
front of me. 1 believe I asked Mr. Gurney this question. I said: 

On these 2 points, Mr. Chairman, I believe testimony has been given to the 
committee to show that local service airlines serve about 400 cities in the United 
States jointly with trunklines. Can you name any city where the local service 


carrier landing fee is less than the trunkline landing fee? 
Mr. Gurney. I cannot, because I do not have a schedule of charges in front of 

















I was not—was 











me. 
Mr. Wiuu1ams. Would you say that any of the cities where both trunk and 

service carriers operate are charging a lesser landing fee to the local service carrier? 
Mr. Gurney. Yes. Iam quite sure that is the case. 


Then I said: 
Could you furnish that information to the committee? 









cc 
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And he said: 


At this point I will provide for the committee.such information as we have. 


Mr. HinsHaw. Well, he has presented such information as he has, 
but I do not believe it is adequate, because it does not say anything 
about airplanes at airports. Because it is the only way you can figure 
it out. It is an airplane of a certain size landing at a certain airport. 

Mr. GuRNeEY. All right. If we can furnish any better information 
to you, we will send it up to you in the form of a letter, if we may have 
permission to do so. 

Mr. Rogers. Mr. Chairman, may I ask one question? Are you 
through, Mr. Hinshaw? 

Mr. HinsHaw. No. 

Mr. Rogers. You go ahead. 

Mr. HinsHaw. I am sorry to be emphatic, but I do not think 
this makes too much sense. You say on page 1 of the statement, 
item number 3: 

The Board’s reasons for this position may be summarized as follows: * * * 

3. It would saddle the Government with an annual subsidy bill of over $20 
million for the indefinite future. 

How can you make that statement? 

Mr. Gurney. Well, that is the Board’s best judgment. That 
statement is approved not just by me personally. That is the Board’s 
statement. The Board believes that we can make great improve- 
ments in the route pattern of some of these local service carriers that 
will lower the subsidy and put them in better position to make their 
own way. And that is the basis for that statement. 

Mr. Hrnsuaw. In other words, you do not believe that they would 
improve by themselves under permanent certification? 

r. Gurney. We believe that neither the carriers nor the Board 
would be able to make the changes as quickly with permanent certifi- 
cates as we would under our present system. 

Mr. HinsHaw. Well, I did not say anything about “as quickly.” 
That is adding a qualifying phrase in there. They would make the 
change, would they not? They would certainly improve; would they 
not? They have their past record of improvement; have they not? 

Mr. Gurney. Well, the Board will work as hard as we can, no 
matter what law we get, to reduce the subsidies and better the route 
pattern for all local service carriers. But it is the Board’s firm belief 
that we can do a quicker and more efficient job without having a 
permanent certificate. 

Mr. HinsHaw. I do not mean to be facetious at this point, but 
what experience has the Board had in running airlines? 

Mr. Gurney. Well, I certainly am not a pilot. 

Mr. Hinsnaw. I was not talking about being a pilot. I mean 
airline management. 

Mr. Gurney. Well, from our records, we know where one airline 
does not have as good management as some others, by a matter of 
comparison. 

Mr. HinsHaw. That is true. But the Board does not pretend to 
be expert in the subject of airline management; does it? 

Mr. Gurney. When you look at maintenance cost, when you look 
at relative salaries, when you see the maintenance cost of one carrier 
that is joined in the same part of the country, and one is higher than 











216 PERMANENT CERTIFICATES FOR LOCAL SERVICE AIR CARRIERS 


another, we certainly have a right to say that there is something 
wrong some place. 

Mr. HinsHaw. Well, I did not indicate that that was not true. 
But as far as running the airlines was concerned, you say that the 
Board can do better issuing these certificates on a temporary basis 
and getting the air carriers off of subsidy, in one breath, and then 
you say in another breath here, that this is going to saddle them in 
the future with a $20 million bill. I do not understand it. 

Mr. Gurney. Well, there is going to be subsidy that the Govern- 
ment has got to pay, no matter what kind of a certificate they get. 
It is our belief that without permanent certificates we can cut the 
bill down faster than we can with permanent certificates; and that 
is about all I can say, Mr. Hinshaw. 

Mr. HinsHaw. Item No. 6, on page 13, says that: 

Permanent certification would raise the cost to the local-service carriers of 
services and supplies. 


I do not understand that. 

Mr. Gurney. We believe that salaries will creep up as soon as the 
employees know that the carriers have a permanent certificate, and 
they will tend to equalize with the wages paid in the larger subsidy- 
free carriers. 

Mr. Hinsnaw. Why should they not? 

Mr. Gurney. It has been the cooperative effort of the carriers and 
the employees of those carriers and the communities and the Board 
to try to lower these costs and thereby decrease subsidy. 

Mr. HinsHaw. Running around with patches on their sleeves and 
on their knees trying to make ends meet while somebody else worries 
about a few dollars worth of subsidy. 

I still cannot see item 6, ‘Services and supplies.” Now, how 
would supplies be increased in cost? The cost of gasoline would 
not be any higher; would it? 

Mr. Gurney. Well, I would not say that categorically, that it 
would be lower. They could make a cooperative effort. 

Mr. HinsHaw. It would not be any higher; would it? 

Mr. Gurney. Well, they might make a cooperative effort and get 
a lower price for gasoline. 

Mr. Hinsuaw. It says here that they would raise the cost. 

Mr. Gurney. No, I do not think it would raise the cost. But in 
other words instead of each one offering a dozen sparkplugs, they 
might get a local maintenance base for all the carriers. 

Mr. Hinsuaw. And if they get new airplanes, the maintenance 
cost and supplies would decrease very rapidly; would they not? 

Mr. Gurney. I hope so. 

Mr. Hinsuaw. Because, at the present time, they have to make 
individually most of the parts that go into the airplane, at a cost I 
understand of anywhere from 2 to 10 times what they cost originally 
in spare parts from the Douglas Co. 

Mr. Gurney. Certainly 10 times what they paid for them as war 
surplus. 

Mr. Hinsnaw. That is quite true, too. Well, I do not intend to 
belabor the question. I merely want to venture that this bill was 
passed out of the committee last year unanimously, and it probably 
will be passed out again unanimously, and if there has to be a veto 
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on account of the position of the Board, we will pass it again, over the 
veto, I believe. 

The situation would be different if the Board had shown any inclina- 
tion to grant permanent certificates some years ago to the worthy 
ones of these carriers. We cannot pick them out, so it is proposed 
to grant it to the list. That is probably what is going to happen, on 
account of the inactivity of the Board in the past 4 years. 

Mr. Gurney. All I can say is that the statements I have made 
here are authorized by the majority of the Board, and we tried to 
give the committee the best information we could. We stand ready 
at all times to do the same. If the committee does not act on the 
bill for a few days, we will have down here, we hope, any amendments 
that we think might be helpful. And at least they will be the best 
judgment of the Board. We do have a five-man Board now, and it 
will be down in a few days. 

The CHatrman. Any further questions? Mr. Rogers? 

Mr. Rocers. Senator, referring to these several points on pages 13 
and 14, could not those be boiled down to two basic propositions, that 
the opposition of the Board is based, we will say, on subsidization 
and on your power of rerouting, that is, your route pattern? Now, 
is that not the actual basis of opposition? 

Mr. Gurney. The opposition to a permanent certificate? 

Mr. Rogers. That is right. 

Mr. Gurney. Yes. The Board just feels that they have not done 
a complete job yet, as good a job, in making the pattern for every 
service carrier the best that it can be made. Some of the carriers are 
just about to the point where they could be permanently certificated, 

ut a great many of them were not. 

Mr. Rocers. Now, that is concerning the route pattern? 

Mr. Gurney. That is right. 

Mr. Rogers. Now, Senator, did you not tell me the other day that 
the court had upheld the Board with relation to some of your findings 
concerning these permanent certificates in rerouting some of them? 

Mr. Gurney. The General Counsel made a statement which he 
will be glad to reiterate. 

Mr. Rocers. Let me ask you the question. It is a fact that the 
courts have upheld the Board in those findings, have they not, on 1 
or 2 occasions? 

Mr. Gurney. Yes. We suspended a trunkline or two trunklines at 
a number of points in California. I look at that specifically. And our 
action in suspending the trunklines and putting the local service car- 
riers into those points was upheld by the courts. 

Mr. Rogers. Well, now, the facts are simply these: that if you had 
that right and the courts upheld you in that right, you would have it if 
these temporary certificate holders were granted permanent certifi- 
cates; would you not? Which, of course, would leave us with this 
conclusion: that the rerouting argument would be knocked out. 

Mr. Gurney. May I have the General Counsel answer that? I do 
not want to make an incorrect statement. 

Mr. NunNELEY. Yes, we would have the power to make the changes 
such as were made there, which represents the addition or elimination 
of specific points. 

I expressed the view the other day that there is a definite limit to 
the extent to which we can, as the act provides, alter, amend, or modify 
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a certificate, that is, that we cannot make major or basic changes 
under that provision where the carrier opposes it. 

Mr. Rocers. Yes, but let me carry that just a bit further. 

Your findings are covered by the Administrative Procedures Act, 
are they not? 

Mr. Gurney. Our procedures follow them, yes. 

Mr. Rocers. In other words, the substantial evidence rule is 
applicable to the findings of the CAB, is it not? 

Mr. Gurney. That is right. Our findings must be supported by 
substantial evidence. 

Mr. Rocrrs. Then, actually, there is no limit on the authority 
of that Board insofar as those findings are concerned? 

Mr. Gurney. No, sir; but there is a limit on the authority, what 
we can do pursuant to findings by the Board. 

Mr. Rocers. But suppose the Board found and had evidence upon 
which to base it that your conclusion and decision did not constitute 
a major change in their route. The courts are helpless to do anything 
about it. 

Mr. Gurney. No, they are not helpless. They can review that 
and determine whether we abused our discretion in making that 
determination. But assuming it was within the range of reasonable 
conclusion, the findings would be conclusive. 

Mr. Rocrrs. But the counsel understands the extent to which the 
court has gone in the substantial evidence rule cases, where actually 
it has reached the point where you just cannot overrule the Bureau. 
At least that is my opinion about it. As a matter of fact, I think 
they have gone entirely too far. But be that as it may, the rerouting 
argument would be knocked out, at least, we will say, partially. 

Mr. Gurney. Oh, yes. 

Mr. Rocers. Because you would have the right even under a 
permanent certificate to reroute these carriers if they did not meet 
certain requirements. 

Mr. Gurney. I am not sure if I know entirely what you encompass 
within the meaning of “reroute,’”’ but I thought I made clear the other 
day that you could add or eliminate intermediate points between a 
pair of terminals. 

Mr. Rocers. One more thing in regard to the subsidization, and 
I do not want to labor that point any further, because I think it 
answers itself: We must face this fact, that as to these localities that 
are served by the local service carriers, if they receive service, some are 
going to have to be subsidized, are they not, Senator, whether it is a 
trunkline or local service line? 

Mr. Gurney. Not all of the points on a local service line are 
absolutely without hope of being off subsidy. 

Mr. Rocers. I understand that. But I am talking about the over- 
all picture. In other words, we have been subsidizing railroads for 
years and years and years, have we not, and we are going to continue 
to subsidize the air travel, are we not? 

Mr. Gurney. Well, most of the trunklines are off subisdy now, 
but as to the local service carriers, we have some of them here that are 
only presently receiving a quarter of their revenues from subsidy. 
I do have hopes that they will be self-sufficient. That is where the 
population is dense. 












PERMANENT CERTIFICATES FOR LOCAL SERVICE AIR CARRIERS 219 


Mr. Roexrs. I think if some of these local service lines could get 
some of the cream that I think has been taken away from them by 
the trunklines and could take permanent certificates where they are 
financed, we could get off the subsidy part of this picture a lot quicker 
than otherwise. That is the way I feel about it. 

That is all, Mr. Chairman. 

The CuHarrMAN. Mr. Heselton will be next. 

Before Mr. Heselton proceeds, let me say that we expect to adjourn 
this session at 4 o’clock, and there are 3 other witnesses. 

I say that in the hope that we can confine our further questions of 
Mr. Gurney to a reasonable length of time. 

Mr. Heselton? 

Mr. Heseuton. There is just one point I want to clear up, Mr. 
Gurney. You say this: 

If a real need has been shown that new equipment financing is difficult and 
costly for local service carriers, the Board would favor some form of legislation 
which would bring equipment financing costs of the local service carriers down 
to the level proportionately of new acquisitions of rolling stock or rail carriers. 

In the first place, read by itself that would leave the impression, I 
think, that the Board felt there was some doubt as to whether the 
local service carriers did have any difficulty in equipment financing. 

Now, as I recall it, you stated to me the other day, that it was 
true as far as equity financing was concerned, that they were having 
difficulty. 

Mr. Gurney. That is right. 

Mr. Hesettron. And they testified to that effect themselves. 
Then, if that has been established, what is the concrete suggestion of 
legislation you referred to? 

Mr. Gurney. Well, the RFC loans to carriers. Prior to the time 
that RFC was abandoned, the Board did certify to the Securities and 
Exchange Commission as to the financial position of the carriers, and 
loans were made by RFC to airlines, especially in Alaska. I do not 
know if any others were made in the United States before I became 
a Board member or not, but it is that kind of financing that we allude 
to in that paragraph. 

Mr. Hesexton. Well, would that not, Senator, in a very real sense, 
be taking Federal money out of one pocket and putting it in another 
pocket? 

Mr. Gurney. Well, this is on a basis where the loan would be paid 
back out of the depreciation that is allowed the local service carrier. 

Mr. Hesetton. There is no existing machinery today for that sort 
of thing. 

Mr. Gurney. Not in the Government field, but the banks do recog- 
nize the depreciation that is allowed by the Board in figuring subsidies, 
and it is on that basis, I believe, that some of the carriers have recently 
got a rather fair-sized loan from some of the bigger banks. 

Mr. Hesetton. Does the Board require the carriers to report on 
their financing? 

Mr. Gurney. Every 30 days. They make regular formal reports 
on form 41, so that we know their financial condition all the time. 

Mr. Heserton. Could you readily make available to the committee 
a summary of the financing insofar as these 14 carriers are concerned, 
say, for the last half dozen years? 
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Mr. Gurney. In reference to the financing, how they get their 
money, whether it is from capital stock purchases or borrowings? 

Mr. Hzsexton. Yes. 

Mr. Gurney. Most of our reports, I am told, are actual operating 
results, that is, cost of doing business, maintenance, and so forth. 
We do have balance sheets. It would show borrowed money, short 
term and long term, and it would also show capital stock investment. 

We could furnish that for you. 

Mr. Hesevton. Would that be desirable, Mr. Chairman, to have 
that information available? 

The CuarrMan. I think it would be of interest to the committee 
if it could be made available. 

Mr. Gurney. We will give you the latest information we have 
available on each of the 14 carriers. 

(The information referred to follows:) 


Loca Service Arr CARRIERS 


Selected balance sheet data reported as of Sept. 30, 1954, and as of Dec. 31, by year 
since inauguration of scheduled services, by all presently certificated carriers and 
their predecessor companies ! 


ALLEGHENY AIRLINES, INC.! 


Dee. 31— 





Working capital: 
Current assets (reported) $659, 082 ; 4 $886,771! $844, 305 
Current liabilities (reported) 4 \ 440,611) 406,114 

Working capital G : ‘5 446,160) 438,191 

Long-term debt 

Capital stock: 
Preferred stock 
Common stock 513, 660) 513,660) 513,660) 513,660) 513,660 

Total capital stock 513, 660} 513,660) 513,660) 513,660) 513, 660 

Surplus: 
Capital surplus , 489, 1, 489, 471; 1, 489, 471) 1, 489, 471 726, 582) 726, 582 
Earned surplus —467, 848) —841, 154) —327,475| —326, 486 25, 009) —155, 127 

Total surplus 1,021,624; 648,317) 1,161,996) 1,162,985) 751,501) 571,455 
Total capital stock and surplus 1, 161, 977) 1, 675, 656) 1, 676, 645) 1, 265, 251) 1, 085, 115 
Shares outstanding: 


Common stock 513, 660 . 513, 660 513, 660} 613, 660 
Preferred stock 





1 Inaugurated passenger service Mar. 7, 1949, 


1 Prepared as of Mar. 10, 1955. 


Source: The carriers’ form 41 reports to the Civil Aeronautics Board, and the Board’s published Ree 
current Reports and Annual Airline Statistics. 
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30, 1954, and as of Dec. 31, by year 
all’ presently certificated carriers and 


‘ 


BONANZA AIR LINES, INC.! 






























































Dec. 31— 
hi viotitilead pimnaons | Sept. 30, 
| | | | 1954 
1949 | 1950 | 1951 1952 1953 | 
+ eee 
Working capital: = 
Current assets (reported) ._____-_.-- $42, 706| $122,616) $278,795) $315, 647) $333, ous $347, 569 
Current liabilities Peported) eee tars 129, 419} 224,051) 316,599} 420, 338) 200, 204) 238, 226 
Working capital__-.-.........--..-- —86, 713} —101, 435] —37, 804) —104, 691 109, 343 
Long-term Gabe. 2... 70,000) 62,900) 151, 053)... = cei <b a 
Capital stock: a | x 
Preferred stock... ....-........------ 203, 280} 340,120) 340,120) 330, 120) --_____ 
Common stock... -.---------- 206, 389} 206, 889] 207, 189) 7,199} 255, 552} 255, 552 
Total capital stock-.......-..-..-..- 409, 669) 547, 000] _ 547, 300) 537, 319] 258, sa 255, 552 
— — — — =| —— 
Surplus: | | 
Capital il aids Sisea cates nin seaeae eben ; | 497,820) — 497, 820 
Earned surplus__..----.--..-.-.-.--..] —219, 662} —328, 365] —262, 107) —322, 083 —256, 756) —210, 428 
UI ns ec —219, 662} —328, 365| —262, 107) —322, 083; 241,064) 287, 392 
Total capital stock and surplus....| 190,007| 218,644! 285, 202/215, 236, 496, 616 542, 944 
Shares outstanding: : 4 Son ee ‘| Lis a : 
CO ae eee 36,852| 37,052| 37,082} 37,083! 255,552! 255, 552 
bg Se Sb PeRinwnensnce- Fe eettniripcanian 


20, 328, 


! Inaugurated scheduled service Dec. 19, 1949. 
CENTRAL AIRL 


34, 012) 34, 012! 






INES, INC.! 



























































Working capital: 
Current assets (reported).___..._.....| $137,900} $278,885) $735,100} $382,170) $360,199} $435, 520 
Current liabilities (reported)... -...-- 53,447) 264, 288| 420,711) 675,634; 722, 590) 819, 873 
Working capital... .-.....-....-.--- 84,453} 14, 507| 314, 389 —293, 464| =a, son} +384, 353 
Long -tertth: Beltbee. --ee-a-a--<-0r-reer-enes 282, 545} 262,260] 151,978) 254,119). |... 
Capital stock: ei 
ee ns nn nencoppuhinnnabai 100,000} 186,000} 300,000} 299,500} 300, 000 
I nist npcinctancananen amie | 25,000; 29,000) 32,440) 63,824) = 71,352) 77, 757 
Total capital stock..........-.-.-.-- 25,000} 129,000} 218, 440) 363,824) 370, 852| 377,757 
Surplus: s a oo 5. . aia var 
Capital surplus...............--..-.-- Ba |__| 107,296} 137,488! 163, 108 
Earned surplus__.----.--------------- —21, 682) —45, 879) —77, 813) —512, 695, —528, 31 4) —496, 556 
IRM ote en nane —21,682| —45, 87 19) —77, 813| 408, 300 —300, 826] —333, 448 
Total capital stock and surplus..__....-. 8,318) 83,121| 140,627) —41, 575 ~=19, wal 44,309 
Shares outstanding: re vee oy] Rte) re ere ere) pave 
CORI nse nn ncins gees.- nome 2, 500 29,000) 32,440) — 63, 824) 71, 352) 77, 757 
PRM seeped eendernentenabaanceniets | 1,000 1,860} 3,000; = 2,995} 3,000 


1 Inaugurated scheduled service Sept. 15, 1949. 


60213—55——_15 
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Selected balance sheet data reported as of Sept. 30, 1954, and as of Dec. 31, by year 
since inauguration of scheduled services, by all presently certificated carriers .and 
their predecessor compantes—Continued 


CHALLENGER AIR LINES, INC.! 


























Dee. 31— 
May 31, 
| 1950 
1947 1948 | 1049 
Working capital: 
Cee atin mm ce, ephcy  cnphedin ote = enpbatingans $124, 330; $158,124; $251,309) $103, 301 
Current liabilities (reported) .................-- «dene ies 153,090} 326, 179) 194, 556 79, 500 
Total working capital__-..........- sheeahhe-cenditeiieks debian cdiieia ath —28, 760} —168, 055 56, 753 23, 801 
Pe eee 154,014, 20,817, 1,697, 6, 491 
Capital stock: } 
ON i a ts le ali a Me a Me a Si ae 
Common stock. ..............-. sarge bo Ciguanihe Spates: 6 CALA M eine 276, 291) 291,036) 294,546) 294, 546 
Total capital stock .....-..._. sietaeivetin icine tihiinneeaiiaeihilia eal 276,291; 291, 036) 294, 546) 204, 546 
Surplus: sid a 
RN, SEE io tok ook ce a a ee 36, 745) 51, 536) 55, 146 8, 531 
Earned surplus...........--- a al aaa eT —108, 386; —231, 086) —60,834| —133,175 
Total surplus_--.......- i astaetdaariahutiadi nds ctaiiniaes till i a deneteindiiin -| —71,641) —179,550, —5, 688) —124, 644 
Total capital stock and surplus._.................------- 204,650) 111,486] 288,858) 169, 902 
Shares outstanding: a = 
Ui eee ll et nie 5 oa Kibo teh ae .---------| 204,546] 204, 546 
Preferred stock _.......--- sp ietadiewiion skein neck ined peta eas aetsidodh oat mami niaticueerniasean alamaime ae 











Pr peemeenaans service May 3, 1947. Merged with Monarch Air Lines June 1, 1950, to form Frontier 
irlines. 
EMPIRE AIR LINES, INC.! 

































































Dec. 31— | 
| July $1, 
| | 1952 
| 1946 1947 1948 1949 | 1950 1951 
| a tert 
Working capital: | 
Current assets (reported)........| $48,209) $125,171) $241, 795) $183, 426) $165, 529) $279, 234) $315, 835 
Current liabilities (reported) --- 52,214) 161,445) 74,078} 82,525) 109,327) 135, 186, 650 
Working capital__..........__- —4,005| —36,274| 167,717) 100,901; 56,202) 144,006) 129, 185 
Long-term debt_............-....--- | 125,000} 125,000)... ey Bods isan seth chit Sahu 
eas [ers fel =| 
Capital stock: 
nhc nivcneenchncssieannbeeae acawng.- cd BRR OO SRG Sl. cx: ae ed oD ae ales 
Common stock ----_- Mle ain ee a 340,000} 336,700) 336,700) 337,900) 337,900) 338,000) 338, 000 
Total capital stock... .....-- 340,000; 336,700) 562, 289) 563,489) 337, 900) 338,000) 338, 000 
Surplus: ae es) as eae. BAe PS oS 
a a Fa ee a ascidian bi idage ine eibnaen aetna Leesan 
Harned surplus...............-. —187, 792) —369, 581) —86, 559) —18, 437; —16, 416) —2, 703; —33, 864 
Total surplus---_-_--.-- anidnggia — 187,792) —369, 581) —86, 559| —18, 437; —16, 416| —2, 703; —33, 864 
Total capital stock and sur- bi snerinnil echelaceat lenin silos IL MR adel Rac 
Seg LEE ka aes js 152, 208) —32,881) 475,730, 545,052) 321,484) 335,297) 304, 136 
Shares outstanding: Be ee ee ee, eee eS” 
eek one Ses Sek eee won ne-|-nnenenn--]on-e--ene=|-on--2---| 3, 379 3, 379 — 3, 380 
SY == eee Ns caidas icscides ip css enessaee a ainie oiavtkgrainaen gion ue DE a ketal Siicakieene nhediwea 
| | | | 1 








1 Inaugurated scheduled service Sept. 28, 1946. Merged with West Coast Airlines, Aug. 4 1952 
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Selected balance sheet_data reported as of Sept. 30, 1954, and as of Dec. 31, by year 
since inauguration of scheduled services, by all presently certificated carriérs and 
their predecessor companies—Continued 


FRONTIER AIRLINES, INC.! 


Dec. 31— 


1950 | 1951 | 1952 1953 


sims heii . sicasenaai i atneniahtattilthianaitiiaidil 


i 


| Sept . 30, 
1954 





Working capital: | | 
Current assets (reported) -__-. _....---| $730, 929\$1, 049, 397; $969,801) $960, 834/$1, 085, 507 
Current liabilities (reported) ....| "762, 527)" 872,063) 655,129, 696, 337| |" 736, 320 
Working capital._..____. __....| —B1, 508} 477,334) 314,672! 264,497} 290, 187 
Long-term debt....................................-| 290,087] 609,840] 50,000) 278,000, 224, 000 
Capital stock: = 
SNES 8S S28 o5= Sc Urs oo eee eee I 
Common stock 823,086) 813,086) 813, 086 467, 013 
Total capital stock ___- | 823,086, 813,086, 813,086) 493,086} 467, 013 








| 
! 


Surplus: 
Capital surplus____- SRS 8, 431) 1, 431) 
pS EE --.------------| —231, 995} —120, 916) 


Total surplus._._.._..-_..___- _u---s.---------| —223, 564) —119, 485 2,577, 14,088] 125, 428 


Total capital stock and surplus______- 599,522 603,601 815,663) 507,174 592, 441 








Shares outstanding: ey 
Common stoek - ---- San ashlee nccuculueses 823, 086 


Preferred stock 





1 For inauguration of service, see Challenger and Monarch. 


LAKE CENTRAL AIRLINES, INC.! 


1950 1951 





Working capital: 
Current-assets (reported) - - ....... $22,941) $203,121; $256,151; $331, 295) 532,744: - $382, 792 
Current liabilities (reported) -- 112, 385 322, 427 485, 767 471,370; 901, 670, 769, 696 


Working capital ---_..---- 2 —89,444. —119,306 —229,616, —140,075| —368, 926 —386, 903 





Long-term debt... ----- . ees : al lenmisisties 60, 000) _.._... 56, 700 2, 100 
Capital stock: 
Preferred stock - - --_. : ; Betas , 
Common stock - -------- = 156,085; 217,836, 317,838 83, 039 83, 039 83, 039 





83, 039 


Total capital stock -- oe 156,085: 217, 217, 838 


Surplus: 
Capital surplus. -.-...--__- : , 134, 799 
Earned surplus. __----- 17, 16, 7: 75,194 —225, 939 


Total surplus. -------- é b, 73 175,194 —91, 140 


Total capita) stock and surplus 201, 102 2.6 —8, 10! 


Shares outstanding: 
Common stock - ---_. 
Preferred stock -- 


1 Inaugurated service as Turner Airlines Nov. 12, 1949. 
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Selected balance sheet data reported as of Se 
since inauguration of scheduled services, 
their predecessor companies—Continued 





Working capital: 
Current assets (reported).| $140,424) $156, 485 
Current liabilities (re- 

DON) 6 sc <ccseede~- 310,840) 676,863 




















pt. 30, 1954, and as of Dec. 3), by year 


MOHAWEK AIRLINES, INC, ! 


y all presently certificated carriers and 


Dec. 31— 


1952 





1950 | 1951 









$213,059) $473,033) $530, 148 
821,1 399, 681; 600, 

















. Working capital_....-...| —170,416} 520,378) —608, 081 73, 352 be 
Long-term debt--........-.-- 590, 617 584, 925 513, 717 692, 808 215, 574 
Capital stock: tt | 
EE BM iiss minign nce) nicsciapinscinhcinttiemetianadale Aicimtnisig el inqapinicint adlietieine nt eet hee taal e te ee 
Common stock .........-- 174, 988 175, 027 192, 596) 263, 161 291,763} 292,888) 282,048 
Total capital stock - ---- 174, 988 175, 027 192, 596! 263, 161 291, 763 292, 888 282, 048 
Surplus: ga Be Gy OE a ok en eee ee 
Capital surplus... --..-.-- 483,807; 369,354 407,886} 623,030} 788,059) 791,434) 817,786 
Earned surplus---_-....-..| —463,207| —772, 328) —1, 080,392) —524, 666) —239, 119) —429,010) —239, 059 
ee) ee 
Total surplus.......-.- 20,600 —402,974| —672,506| 98,364) 548,940] 362,424) 578, 727 
Total capital stock 
and surplus_.-_-..----- 195, 588) —227, 947 —479, 910 361, 525 840, 703 655,312) 860,775 
Shares outstanding: ” Pat | | 
Common stock.-......--.-- fee tesesey 175, 027 192, 596; 263, 161 291, 763 292, 888} 282, 048 


Preferred stock......--.-.- |nroveennn=|-eonneemenlocie 


a Pe eore serra ey RP RRND Nee 


1 Service inaugurated Sept. 19, 1948, by Robinson Airlines, predecessor company. 
MONARCH AIR LINES, INC.! 








Working capital: 


Current assets (reported) -..........---...------- 
Current liabilities (reported) -......-..........-- 
WASHERS GODIAL. .. ccccnevengcnctmancesontinensina 
I bs, «on eettstbocevbsreseemnsinn 
Capital stock: 
PRR IIE on isin ioe nike SiG oan di ae we 






Common stock 


Dec. 31— 


$36,955) $239,868) $554,887) $400,904) $424, 152 
316,682) 480,428) 375,043) 184,162) 480,112 





al 191,645}  443,000|_.........|.......-.- 





303, 540 468,540] 468,540) 468,540} 528, 540 





393,540) 468,540) 468,540: 468,540) 528,540 


























I CUE tii.) coceconnpitnesatanl 
Surplus: a 
CGA IIIS, bis doce nshined Sho nuibins Pimesad Wadi Sedoentee 523 Bi hii nk ie ie ben cnn 
RTT Gin ticteetncengnuncicemansntnniedl —43, 769) —381,647| —364, 451 36, 815 7, 221 
Tialind SUNN daniathuaaneienabenseciindcadioincostal —43, 769} —381, 124 —364,450| 36, 815 7, 221 
Total capital stock and surplus._..__......-- | 349,771] 87,416 104,090, 505,355] 535, 761 
Shares outstanding: | eee eee ee ~~ 
COMMNNN GeeGel sc ccccaakustasscetectwcteseeccnce ecsincctedivscbenabeetyowesocoac 46, 854 52, 854 
Preterred COOK. aos Son ccekesnc dns cnsies cc dt.cuseesndow sek wear Dkieiis emocmeees J. 


! Inaugurated scheduled service, Nov. 27, 1946. 
Frontier Airlines. 


Merged with Challenger Airlines, June 1, 1950 to form 































~_ 
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Selected balance sheet data reported as of Sept. 30, 1954, and as of Dec. 31, by year 
since inauguration of scheduled services, by all ‘presently certificated carriers and 
their predecessor companies—Continued 


NORTH CENTRAL AIRLINES, INC.! 





Dec. 31— 


1950 1951 








Working capital: 
Current assets (reported).._| $224,656 $275,296! $454,721) $430, 657) $627, 114) $920, 802 $1, 103, 512 
Current liabilities (re | 


ported)... .-.....-.- _..| 282, ans 260,270 344, $82) 485, 047 1, 086, 989) 1, 538, so 1, 324, 229 

Working capital | 109, 839| 3001 —459, 875) —618, 062 —220, 717 
j _ - | 

582, 190 











Long-term debt................| 5, = _...| 88, 500]--........] 280,515} 618, 171 








Capital stock: ; | a : 3 | | 
Preferred stock... __- aa bac eid 
Common stock , 000! ~ 208,149} 300, 000} 





Total capital stock. _.___| | 155, 000 208, 149 208, 149) __ 300, @o) 








Surplus: | 7. : a 
Capital surplus._..________| ; 399,622} 492,632| 479, 682, 00, 06a} 636, 052 
Earned surplus.......__....|_ —87, 421) , 936] —111, 814} —108, 548) —228, 040 —820, 513] —321, 324 





Total surplus_.._....___- 579} 471, 936 287, 208! 387, 084) 250, 742) 315,590) 314, 728 








Total capital stock and | et 3 
SUPE o odes sil ak .| } 626,936; 442, 808! 595,233; 458, 891 615, 539) 614, 728 
cakaseititead nial - : 








Shares outstanding: | | | 
Common stock... __.__-- & _...-| 155,000} 155,000) 208,149) 208,149, 300,000) 300,000 
Preferred stock... ..........|-.-.-... eeeep cdo he Siete ck casi lace oo 
| } | | | 





1 Inaugurated service Feb. 24, 1948, as Wisconsin Central Airlines. 


OZARK AIRLINES, INC.! 


Dec. 31— 


| 

I Petocilon 
| 3 1951 | 1952 | 
seeereneneny ———$—$—$—} —_____. 


Working capital: 
Current assets (reported) | $280,894) $444,494 $584,795) $623,352) $878, 586 
Current liabilities (reported) 382,001} 556, 231] 775, 175| 1, 074, 115 777, 411 


Working capital —101, 107| —1H, 737| —190, 380) —450,763} 101, 175 


Long-term debt | 280, 953) 86, 166) 21, 166} 268, 010 





Capital stock: 
Pretemmed st00R .. ............--.-<: | | 
Common stock. -- ..--- WaPo Sa , 498) 847, 523, 899, 060 





Total capital stock , 498) 749, 847, 523) 899, 060 








SO ental urp! | | 48, ad, 73, 999 
apital surplus__.__._-__.__-- . & 
Earned surplus..--_-----...------ | 160, 893} —352, 746) —255, 338| —432, 294] 


POR RRee co a eae ts. nnd hocks caccnl eee 893| —352, 746 —207, 026) —358, 295 





——=> |= 


Total capital stock and surplus-----.-_...--..-- 588, 605 396,752) 640,497! 540,765 860, 209 


Shares outstanding: | 
Class A common ($1 par) , 498; 451,498) 451,498; 451,498) 451, 498 
Class B common ($0.40 par) ‘ | 745, 745, 000 745,000; 745,000 
General common ($1 par) | 98,025; 149,562) 149, 562 











1 Service inaugurated Sept. 26, 1950. 
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Selected balance sheet data reporied as of Sept. 30, 1954, and as of Dec. 31, by year 
since inauguration of scheduled services, by all’ presently certificated carriers and 
their predecessor companies—Continued 


PIEDMONT AVIATION, INC.! 


























| Dec. 31— 
Sept. 30, 
| | 1954 
1948 | 1949 1950 1951 1952 1953 vada 
Working capital: | | 
Current assets (reported)_..| $405,108; $581, 349)/$1, 017, 525\$1, 175, 574'$1, 214, 764,$1, 099, 885)$1, 478, 946 
Current liabilities (re- 
OO ik ok. Seti asi se 321,424) 415,752) 458,735) 686,222) 974,770 } 1, 088, 915 084, 915 
Working capital_.__.....- 83, 684| 165,597; 558,790} 489, 352) 308, SRG: |, S78, 0 175, 175,207 394, 081 031 
Long-term debt. ..._........--- 68, 160|........--  cctiseaeiiibllla nil oe tdeel sa dite damalediains 
i e Scientia 
Capital stock: 
NN COUT. oe nuwusthiosrcacrusbiatnenarellepmeanhetnessten | pvccesces] -deihe-bedeebese.- - 
Common stock........---- 956, 000 984,000) 1, 086, 910) 1, 100,000) 1, 140, 500) 1, 140, 500) 1, 140, 500 
Total capital stock... ... 956,000} 984,000) 1, 086, 910| 1, 100,000) 1, 140, 500| 1, 140, 500] 1, 140, 500 
Surplus: 
Capital surplus. .........--}......-- US ee MiG AUB - hid bib «nel - poser eran] shinee duce - ~~~ 
Earned surplus. .........- —67, 924) —114, 251 90,977; 282,943 337,062) 313,593) 458, 652 
Total surplus -----....--- —67, 924; —114, 251 90,977) 232,943) 337,062) 313,593) 458,652. 
Total capital stock and 
SOUR iin na sbi ddbonod 888, 076 __ 869, _~ 1, 177, 887| 1, 332, 943) 1, 477, 562) 1, 454, 093 _1, 589 599, 152 152 
Shares outstanding: PRer 
Common stock.............}......---- a, 1,08, 1,10, 01,1, 1,14, 50 1,1 
Preferred stock............. [roveeeeere loweroneer’ |oocereeee | eboneusensl seonsicct sel sheet eetounse 





1 Inaugurated service Feb. 20, 1948. 
PIONEER AIR LINES, INC.! 









































| 
1945 | 16 | 
| | 
Working capital: 
Current assets (reported) -_..........-...-+...--- $155, 755, $481, 457 
Current liabilities (reported) - -..-----. i hith= ob 210, 542} 715, 292 194, 698 575, 651, 326, 090 
WU CRIING COTM os aii nn size 4d gas Sos spas en sk —54, 787| —233, 835) 377,318} 236,632) 490, 026 
RI this conc. csenpumovtex coeds ca | 415,251|..........| 165, 000).......... MEI 
Capital stock: a 
Preferred stock. .....--. = sie cdlidionnieanle aati odie eee aed |---- co clncnrae- coats Bnei beenoee< 
I TT ee ee ee ? 29, 000 89, 235) 89, 293 90, 227 90, 227 
———— ———— ee ee eee 
Total capital stock -_...........--- ee a 29, on 89, 235 89, 293 90, 227 90, 227 
Surplus: | 
OD INNS. 545 nin 20s 022-2 ~hescaedud 21,000) 774,047) 774,047). 708,857) 708, 857 
PND. iilttly aiid 0s <athn ison did tahoe «> | —105, 375) —463, 578) —155, 539 8,972) 139, 837 
pe Re ea rene | | —84, 375) 310, 0, 469) —618, 508} 717,829) 848, 694 
Total capital stock and surplus................! —565, 375| 399, 704; —529,215; 808,056) 938,921 
Shares outstanding: | on 
COMIMGD ROOK « cian ~bitie - - a hninn sd gn-<stdhobabue ihiubha Cavoustne oudneken la awines ddd -bwndwshnd ah 90, 227 
SPOOR EG GENE « wsasare 30s << <kpne Bb F 0 -<sHd-ap9-~<5|>----- n waiss 0% memes Able tiki [i wseumeedd| soedab-- . 
! 


1 Service inaugurated Aug. 1, 1945, by Essair, Inc., predecessor to Pioneer Air Lines. 





a. 
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Selected balance sheet data reported as of Sept. 30, 1954, and as of Dec. 31, by year 
since inauguration of scheduled services, by all presently certificated carriers and 


their predecessor companies—Continued 


PIONEER AIR LINES, INC.—Continued 


1951 


Working capital: 
Current assets (reported) ; $855, 612/$1, 372, 174 
Current liabilities (reported) | 363,622) 788, 299 


Working capital : 491, 990} 


Long-term debt. -.............--- 3 


Dec. 31— 


1952 


$1, 079, 549) $847, 666 
1, 292,251; 564, 095 


—212,702| 283, 571 


Sept. 30, 
1954 


$1, 057, 921 
618, 463 


439, 458 





| 1,610, 000)... | - 











Capital stock: 
nS AS ee 2 a) Pee 
Common stock 


"165, 000 





sn uk ann en kddacsamamnnehl 90, 000 


165, 000 








Surplus: 
Capital surplus 707, 041 


Earned surplus 203,028; 322, 667) 


Total surplus J ..--| 910,069) 1, 029, 708 


1, 430, 446 
653, 896} —176, 074 


2,084,342) 450,451 


626, 752 
28, 976 


597, 776 





Total capital stock and surplus | 1,000, 069) 1, 119, 708 


| 2,249,342! 615, 451 


762, 776 








Shares outstanding: 
Common stock 
STITT» isc: ores ater enigienianinnins es pmmiinalil 








SOUTHERN AIRWAYS, INC.! 














Dee. 31— 


1950 1951 


Working capital: 
Current assets (reported) - - $209, 561 $373, 530| $732, 676 
Current liabilities (reported) 426, 279 570, 552) 1,040, 999 


$651,707} $655, 576 
808,977; 370, 116) 


$797,477 
547, 475 





Working capital —216,718 | —197,022| —308, 323 


—157,270| 285, 460 





Long-term debt 155, 729 146, 290 


eis 
239,404} 119, 404| 





Capital stock: 
Preferred stock ee 
Common stock -...........----..----| 492,700 





Total capital stock ...........-.--- 492, 700 








Surplus: 
Cppitel cuPplus.- 62.505... l ect. bubsecacsss 
Earned surplus ___-- 7 — 254, 232 


Total surplus — 254, 232! 


“695, 101 
—695, 101 
54, 899| 





Total capital stock and surplus-.. 345, 768| 





Shares outstanding: 
Common stock 
Preferred stock 























1 Inaugurated scheduled service June 10, 1949. 
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Selected balance sheet data reported aw of Sept. 30, 1954, and as of Dec. 31, by year 
since inauguration of scheduled services, by all presently certificated carriers and 
their predecessor companies—Continued 


SOUTHWEST AIRWAYS CO. 


Working capital: 
Current assets (reported) 
Current liabilities (r (reported) 271,278; 612,863) 259,534) 261,014) 369, 926 


Working capital 347, 235) 625,589) 632,148 
Long-term debt 
Capital stock: 
Preferred stock 
Common stock 
Total capital stock 
Surplus: 
OE EN . nne stnhteny ante + adaatelten ck 405, 221 ; 
Earned surplus 111, 915 378, 399 513, 872 
Total surplus 517, 136 606, 673) 745, 148 
Total capital stock and surplus-._- 526, 316 930, 503) 1, 070, 953 


So 





Shares outstanding: 647, 660 1, 
7, 651, 610 





Working capital: 
Current assets (reported) ._- $1, 045,874) $825,555) $962,152) $960, 576 
Current liabilities (reported) 413,117; 800, 340) 1, 101, 643) 1, 014,076 


Working capital...._____- 3; 632, 757 25, 215| —139,491; —53, 500 


Long-term debt -- 412,500; 622,817) 392,909 


Capital stock: 
Preferred stock 
Common stock ‘ 327,993; 335,705) 335, 705 


Total capital stock ...............-... , -| 827,993) 335,705) 335, 705 


= _—————— 





Surplus: 
Capital surplus é al 234,600) 246,324) 246,324 
Earned surplus 587,102} 709,319) 618,507) 734,082 
Total surplus. . Lcedicigconee ss duane 821,702} 955,643) 864,831 980, 406 
Total capital stock and. surplus... 1, 149, 695; 1, 291, 348) 1, 200, 536) 1, 316, 111 


———————_= 

Shares outstanding: 
Common stock 655,985; 671,410) 671,410) 671,410 
ie didcratinsciin ap nnininnipnmigntonnimtengabnitithdhs<c0pss dels tnencuipnlhinantaelinie uumamnn 


1 Service inaugurated Dec. 2, 1946. 
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Selected balance sheet data reported as of Sept. 30, 1954, and as of Dec. 31, by year 
since inauguration of scheduled services, by all presently certificated carriers and 
their predecessor companies—Continued 


TRANS-TEXAS AIRWAYS! 








| 1950 


Working capital: 
Current assets (reported) ; 51, $546, 352} $360,835) $572, 966 
Current liabilities (reported) z 244,954, 248, 657 56 
"WV eaten GNU ooo ee. ES eee s os tbawltes os 7 


Long-term debt 





Capital stock: 
Preferred stock 
Common stock. 








Total capital stock 
Surplus: | 
COAG oi ccna Ste nec esaherwwdioued éaenenasanahe 964) : 
nee Oereees = Ran. Seatac o<es] 3, 387; —171, , 787| —328, 556) —234, 008 


Total surplus : —171, 787 —328, 556) —234, 008 














Total capital steck and surplus._.______- | ~29, 38 i ; 571, 444} 665, 992 


Shares outstanding: | | 
ee Fe eee ee eee ee ee | 90, 000) 90, 000 
PORN inns 54 one oc cncegs tenn ennsermneqsasansoqaese Fenn ta Sigtuid tldsdichdees 


i 





Dee. 31— 
pei 8 oes BR. 
} 1954 
1952 | 1953 
sania dieilanaiciol wncstianitiomanpibe 
Working capita): | 
Current assets (reported) -- ae or ee oe ee | 609) $694, 836; $883,448) $873, 446 
Current liabilities (r (reported) -- deimage 399, 603} 315, 246) 1, 022, 606} 956, 655 


ys 
Working capita}.............- ee "394, 006) 379, 500) —139, 158) —83, 209 











Long-term debt_............------ ' 26,400 146, 467 45, 750 


Capital stock: . | 
Preferred stoc — i Fo aon 
Common stock ; bvweiwad , 900, 000! 900,000} — 900, 000 


Total capital stock --...-.--.-| 900,000) 900, 000) 900, 000} 900, 000 


i= — 














Sar apt ] ] 
apita] surplus ha 
Earned surplus —189, 375; —157, 418) —327, 27, 443) —257, 380 





Total surplus —189, 375| —157, 4i8| —327, 443| —257, 380 
Total capital stock and surplus 710, 625| 742, = 572, 557 642, 620 














Shares outstanding: 





—=—=J| =—————— 
90, 000) 2,00 90, 000 


Preferred stock 





1 Service inaugurated Oct. 11, 1947. 
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Selected balance sheet data reported as of Sept. 30, 1954, and as of Dec. 31, by year 
since inauguration of scheduled services, by all presently certificated carriers and 
their predecessor companies—Continued 


WEST COAST AIRLINES, INC.! 


Working capita): 
Current assets (reported) 
Current liabilities (reported) 
Working capital 
Long-term debt 
Capital stock: 
Preferred stock 
Common stock 
Total capital stock 


Surplus: 


CO no hielo annul 


Earned surplus 


Total surplus 


Total capital stock and surplus. --..--.---- 


Shares outstanding: 
Common stock 
Preferred stock 


Working capital: 
Current assets (reported) 


Current liabilities (reported) -.......-......--...---- 


Working capital 
Long-term debt 
Capital stock: 


Cn a mineminds 


Common stock... .-.-.---- 


Total capital stock. -................-.-- 


Surplus: 
Capital surplus. . 
Earned surplus 


Total surplus 
Total capital stock and surplus-.--_- 
Shares outstanding: 


Common stock 
Preferred stock 


—527, 525| 


1946 2 


$39, 068) 
566, 593) 


—43, 656! 


Dec. 31— 


1948 


$158, 229 
201, 885) 


$615, 335 
140, 640 


474, 695 





190, 000) 





187, 372 


187, 372) 


187, 372 


187, 372 





187, 372 


750, 000 
—138, 028 


611, 972 


| 


187, 372 


612, 112) 
— 512, 125 


187, 372 


604, 437 
—63, 125 


541, 312 


187, 372 


604, 437 
—16, 351 


"589, 086 











287, 359) 


"728, 684 


776, 458 











$858, 485 
222, 690 


187, 3714 





$627, 024 
785, 551 


— 158, 527 





187, 37144 








187, 372 


187, 372 


604, 437 
62, 791 


667, 228 


187, 372 


604, 437 
— 257, 519 


187, 372 


| 187, 372 


604, 437 
38, 169 


187, 372 
187, 372 


604, 437 
— 59, 090 





346, 918 


642, 606 


545, 347 





854, 600 


534, 290 


829, 978 


732, 719 





187, 37114 








! West Coast and Empire were merged effective Aug. 4, 1952. 


2 West Coast originally inaugurated service Dec. 5, 1946. 


The CuarrMan. Mr. Mack? 
Mr. Mack. Mr. Chairman, I do not want to delay these hearings, 
but I have a couple of short questions I would like to ask. 
Mr. Chairman, several of the operators have told me, or several 
of the airline executives have told me, that it has been quite expen- 
sive for them to apply for renewal of their certificates, and at least 


one has mentioned that it cost him in personnel time and expense 





187, 37114 


187, 37144 








187, 371% 
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around $100,000 for 1 renewal. Would you say that that was a 
fairly accurate statement? 

Mr. Gurney. It could be for one carrier applying for a lot of new 
segments covering a large territory, and I expect you are alluding to 
Ozark Air Lines, which recently went through an overall revision 
and rerouting of its whole service pattern. Possibly that did cost 
them that much. Some of their routes were contested. They had 
to make a good showing. They had to be around when the different 
communities came in and testified as to which carrier they wanted 
service from, and they had to answer the proposals made by the 
Bureau counsel. It is possible that it could amount to that much; 
while as to an actual renewal case, such as Mohawk Airline, they 
Lane I think, that theirs cost them $17,000, which is not out of 
ine. 

Mr. Mack. It is not too unusual, though, to have it complicated 
to the extent where it would cost in the neighborhood of $100,000? 

Mr. Gurney. I think that is one of the unusual ones, probably the 
highest cost that you could think of, of any case that has been before 
the Board. 

Mr. Mack. I would like to ask the Board what expense is incurred 
by the Board itself in personnel and other expense. Do you have 
any idea of the man-hours that are devoted to the hearing of renewal 
cases by the Board or by the staff? 

Mr. Gurney. We made the best estimate we could on the simple 
renewal case of Mohawk Airlines, the last one we had, where there 
were not many new segments or much opposition, and our costs were 
roughly estimated, as near as we could, at about $2,000. 

Mr. Mack. You do not have the estimated cost of one such as 
Ozark; is that correct? 

Or do you have the average of all of those carriers that have re- 
applied for temporary certificates? 

Mr. Gurney. Mr. Fitzgerald, the head of our Economic Bureau, 
says that our cost in that Ozark case, where they spent $80,000, might 
run as much as four or five thousand dollars. 

Mr. Mack. And do you have available the amount of cost to the 
Board for recertificating or renewing all of these local carriers? How 
many local carriers are there? 

Mr. Gurney. Well, we don’t have it in front of us, no, and in 
some years there would be 4 or 5 renewals and in other years there 
wouldn’t be so many. 

Mr. Mack. You could take some average, I think, and estimate it. 
It could be estimated approximately how much it would cost the 
Government for the renewal cases. It seems when we pass legislation 
we complicate our executive departments or various Government 
agencies and require employment of additional personnel, contributing 
toward a bigger Government. It appears to me if this legislation 
were passed, we would be reducing the work of this Government 
agency and we would be reducing the number of people that are 
necessary to operate our Government, therefore, I think that the 
cost of the operational part of the Board is very important, and 
there would be a substantial savings over the period of a few years 
if we were to grant permanent certificates for these carriers. 

Mr. Chairman, I have no further questions. 

The CuHairMan. Mr. Hinshaw? 
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Mr. Hinsuaw. Mr. Gurney, I would like to find out again: Does 
the Board endorse that portion of the Air Coordinating Committee’s 
report which says that the local air service carriers might well be taken 
over or their routes might well be taken over by the trunkline carriers? 

Mr. Gurney The Board has endorsed what it says about local 
service carriers in the Air Coordinating Committee report. 

Mr. Hrnsnaw. I do not happen to have that report in front of me. 

Mr. Gurney. I have the language here. 

It may take us a minute to find it, but it says: “should show prog- 
ress toward self-sufficiency.” 

On page 14 of the ACC report, it says as follows: 

Route structures and certificates of the various local service carriers should be 
adjusted to provide the maximum opportunity to improve their economic position 
within the general scope of their intended type of operation. Where continued 
and significant progress toward self-sufficiency is not demonstrated by a local 
service carrier, its operating authority should be terminated in an orderly fashion. 
To the extent that the services formerly provided by it are clearly required to 
meet a public need, such services should be furnished by another carrier capable 
of providing the service without cost or at substantially reduced cost to the 
Government. The program of route adjustment should be expedited in the light 
of the schedule to be established for an orderly phased reduction and eventual 
elimination of subsidy support for the loeal service carrier. 


Now, your question was: Does the Board support that? 

Mr. Hrnsuaw. I am not quite certain that that is the passage that 
I am thinking about. It may be. But I would, myself, go over it 
before saying. What I remember from last year without the oppor- 
tunity of refreshing that remembrance, is that the report of the Air 
Coordinating Committee, in effect, recommended that these routes 
be taken @ver by the trunk carriers, so as to reduce the subsidy re- 
quirements on the Government. Is that correct? 

Mr. Gurney. Well, I have just read what the report says, and it 
does not say specifically by a trunk carrier. ‘By some other carrier,”’ 
it says, “‘where it could be operated at reduced expense or the expense 
done away with completely.” That is not possible all the time, and 
it is not a mandate on the Board that we have to do it right away. 
In fact, the Board believes it is an arm of Congress and not an arm of 
the executive department. 

Mr. Hinsuaw. I wish you would prepare in your own mind and 
also for the benefit of the committee the value of the assets of an air 
carrier with a temporary certificate which is not renewed and the value 
of the assets of an air carrier with a certificate of a permanent nature. 

Mr. Gurney. I would say it would be worth more if they had a 
permanent certificate. 

Mr. Hinsuaw. As a matter of fact, if the certificate is not renewed, 
they would have to sell their airpleanes any way they could, plus 
the stock of spare parts. 

Mr. Gurney. The only asset there would be, would be the value 
of the equipment on a sale. 

Mr. Hinsuaw. That is right, on a sale, and probably a forced sale. 

Mr. Gurney. Right. 

Mr. HinsHaw. ich would be very little indeed, would it not? 

Mr. Gurney. Well, no; not as far as the airplanes are concerned. 
They seem to be good property, and they have been during these good 
times. When times were bad, at forced sale they would not bring 
much. 
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Mr. HinsHaw. They are a good property so long as they are not 
making any new ones that are any good. The DC-3’s are good prop- 
erty nowadays, but you bring on a new airplane and pretty soon the 
DC-3’s are not worth anything. 

Mr. Gurney. That is right. If a new plane came out that was 
much more efficient, their present equipment would not be worth 
very much. 

Mr. Hinsuaw. Now, how much are the jobs worth held by the vari- 
ous people on the airlines? They are worth zero if they do not have a 
permanent certificate and the certificate is just not renewed; is that 
not true? 

Mr. Gurney. That is quite correct. But the history shows, though, 
that the Board does renew them. 

Mr. Hinsuaw. I am talking about in the event that they are not 
renewed. 

Mr. Gurney. If they are not renewed, then they have got to look 
for a job elsewhere. 

Mr. Hinsuaw. That is correct. Or else they have got to sell out 
their equipment for whatever they can get to the carrier that is going 
to take over the route. Is that not right? 

Mr. Gurney. That is right. Or else they might merge. There 
might be a voluntary merger. 

Mr. HinsHaw. Nobody is going to merge a temporarily certificated 
airline with a trunk carrier. 

Mr. Gurney. We have one now, Mr. Hinshaw. Pioneer Air Lines 
has a temporary certificate, and there is a voluntary merger that has 
been recommended and approved by the Board with Continental 
Air Lines. 

Mr. Hinsuaw. Well, let us be frank with each other. Continental 
is a very fine airline, operated by a very fine guy. But it is in the 
nature of a Jocal service carrier itself, is 1t not? 

Mr. Gurney. With some trunkline characteristics. It runs for 
quite a distance. 

Mr. HinsHaw. It runs for quite a distance, but its routing and so 
forth are very much of the character of a local service carrier. 

Mr. Gurney. It is the owner of some large equipments ordinarily 
owned by a trunkline, DC-6’s. 

Mr. Hinsuaw. Did you approve that? 

Mr. Gurney. Did we approve their purchases of DC-—6’s? 

Mr. Hinsuaw. Yes. 

Mr. Gurney. On trunklines, we do not have to approve the kind of 
equipment. ‘That is management’s responsibility. 

Mr. Hinsuaw. Oh, I see. That makes the difference between 
whether a company like Continental can buy a DC—6 and whether— 
what is this other company that tried to buy a 202? Pioneer? They 
were told they could not buy it? 

Mr. Gurney. Because they were told their traffic did not justify the 
increased operating expense that the larger plane would cost. And 
there was no extra subsidy, Mr. Hinshaw, to Continental because of 
the DC-6. In fact, that helped them lower their subsidy. 

Mr. HinsHaw. Of course, I am not familiar with the Continental 
thing, so I cannot talk, really. I ought to be familiar with that and 
understand it and be able to discuss it. 





234 PERMANENT CERTIFICATES FOR LOCAL SERVICE AIR CARRIERS 


But, in other words, Mr. Gurney, the thing that bothers me is 
that with the permanently certificated airlines, whether they be 
trunk or in the nature of local service, we allow management to exer- 
cise their full jurisdiction. 

Mr. Gurney. And as to local service carriers, they can buy any 
kind of equipment, providing they are not spending more money and 
raising the subsidy. 

Mr. HinsHaw. But I was about to say that another element enters 
in to curb that judgment and to say what they may or may not do 
rane they have done it and therefore possibly causes them considerable 
Oss. 

Mr. Gurney. Southwest Airways came in and justified the opera- 
tion of Martin 202’s, which are larger airplanes. But it was not 
justified on the route system of Pioneer Air Lines. 

Mr. Hinsuaw. To get back to the point I was trying to make when 
we digressed, here: The temporary certificate value of an air carrier 
is very much lower than the permanent certificate value in either a 
merger or a sale, is it not? 

Mr. Gurney. I do not know if it is very much, but I would just 
offhand say that it is not worth as much. I don’t know what we 
mean by “very much.” Quite a bit less, and I don’t know what the 
figure would be percentagewise, or anything else. 

Mr. Hinsuaw. The value of the route as developed, and so forth, 
is much better? The value of the route as developed by the carriers 
is worth something that can be sold for a price as we have seen happen 
in the past? 

Mr. Gurney. That is right. 

Mr. Hrinsuaw. It can be sold for a price if it has a permanent route 
certificate? 

Mr. Gurney. Sure. I would agree with that statement. 

Mr. Hinsnaw. When it has a temporary route certificate, they do 
not get anything for it. 

Mr. Gurney. They could not sell it, I am quite sure. 

Mr. Hinsuaw. Sure. That is right. 

That is all. 

The CuarrMan. Are there further questions? We appreciate your 
patience in returning again and again, Mr. Gurney. 

Mr. Gurney. I might say that I have enjoyed every minute of it, 
and I am glad to be here. 

The CHarrMAN. The information which has been requested for the 
record, we shall appreciate receiving as soon as possible, along with 
the suggestions for amendments to the bills. 

Mr. Gurney. Very well. 
Thank you, Mr. Chairman. 
(The following letter was later received from the Board:) 


Civiz Agronavtics Boarp, 
Washington, March 4, 1956. 
Hon. J. Percy Priest, 
Chairman, Commiitee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 


Dear CoNnGRESSMAN Priest: In accordance with the request made at the time 
of the Board’s appearance before the House Committee on Interstate and Foreign 
Commerce in connection with committee hearings on H. R. 526 and H. R. 2225, 
the Board has.examined several possible amendments to the proposed legislation, 
which would provide the Board with some flexibility to protect the public interest. 
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In making this review the Board has not abandoned its position as presented 
on behalf of the majority by the then Acting Chairman Gurney, and the majority 
of us still consider that any legislation granting permanent certificates to the 
local service carriers at this time is not in the best interests of the Federal Govern- 
ment or of the local communities, nor indeed of the majority of the local service 
carriers themselves. 

In appendix A hereto, we have attempted to provide language which, to some 
extent, would attenuate the rigidity of the system proposed by the bills as intro- 
duced. It will be noted that this language is a modification of the proviso con- 
tained in Senate bill S. 651. It is submitted for insertion at the end of either 
H. R. 526 or H. R. 2225. While the Board cannot support either bill, even with 
this amendment, we do believe that the legislation would be more workable with 
it than without it. 

In addition to the amendment set forth in appendix A, we are including in 
appendix B recommended amendments to the bills of a technical nature which 
we believe will resolve certain doubts contained in the present legislation. If 
this legislation is to be enacted, the Board would strongly recommend including 
the amendments covered by appendix B, or the resolution of the difficulties in- 
volved by expression of intent in the committee report. 

Sincerely yours, 
Ross Riziey, Chairman. 
APPENDIX A 


Provided that the Board shall be empowered, on and after January 1, 1958, 
after notice and hearing, to suspend or revoke the authorization provided for in 
this section as to any point, or over any route or part of a route for which it finds 
continued service by the holder is not in aceordance with the publie convenience 
and necessity and which, for the 3-year period preceding the institution of the 
proceeding, has not generated sufficient traffic and revenues to reimburse the 
earrier for its direct costs and a reasonable share of its indirect costs incurred in 
serving such points, routes, or parts of a route. 


APPENDIX B 


Technical amendments required in order to resolve certain ambiguities latent 
in H. R. 526 and H, R. 2225. 

1. Insert at line 10 on page 1 after the words “air carrier’ the following: 
‘‘(whether or not heretofore classified by the Board as a ‘local service carrier’)’’. 

Comments.—Certain trunklines are now operating local service-route segments 
under temporary certificates of public convenience and necessity. While it is 
believed that the bills would be construed to include these segments and make 
them permanent, this is not completely clear from reading the bills. The pro- 
posed amendment would have the effect of including these trunk-operated, local 
service routes. 

2. Insert at line 1 of H. R. 526, line 2 of H. R. 2225, page 2, after the word 
“service” the words “‘other than by helicopter’. 

Comment.—Since there is no legislative definition of “local or feeder service’, 
it is possible that the term would be construed to include the three experimental 
helicopter services. 


The CuarrmMan. Mr. Hogan has to catch an early plane for New 


York. 
How much time will you require, Mr. Hogan? 


STATEMENT OF WILLIAM W. HOGAN, TREASURER, NEW YORK 
AIRWAYS, INC. 


Mr. Hogan. The statement is about ten minutes long. 

The CuarrMAN. How about you, Mr. Floberg? 

Mr. Fioserge. In view of the lateness of the hour, I would suggest 
that I address a letter to you and thereby save the time of the com- 
mittee. 

The Cuarrman. Mr. Floberg, you are most cooperative. Thank 
you very much. 
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hy have Mr. Ray here also. How much time will you require, 
Mr. Ray? 

Mr. ay: Mr. Chairman, I am here in town all the time and I can 
appear at any later time. 

The CHarkMAN. This is the last session on this hearing. 

Mr. Ray. All I have is a model of this FF-27, this Fokker airplane, 
that I would like to show, and a brief statement about its present 
status. 

The CuarrMan. Thank you, sir. 

I think we will hear from Mr. Hogan at this time. 

And if you can brief your statement somewhat and put it all in the 
record, it will be appreciated, sir. 

Mr. Hocan. I will try that, Mr. Chairman. Thank you very 
much. 

My name is William W. Hogan. I am the treasurer of New York 
Airways, Inc. As you gentlemen know, we are certificated by the 
Civil Aeronautics Board for the conduct of scheduled helicopter trans- 
portation in the New York metropolitan area. We are appearing in 
support of the bills under consideration by this committee which pro- 
vide for permanent certification of the local service air carriers. 

We understand that some question has been raised in these hearings 
as to whether these bills would apply to the helicopter air lines. On 
their face H. R. 526 and 2225 include all scheduled air lines engaged in 
local service and do not purport to discriminate between carriers 
solely because of the type of equipment employed. If this reading 
is correct, the bills would therefore apply to the helicopter carriers as 
well as the fixed-wing carriers. However, in view of the questions 
which have been raised here, we considered it vital, not only to the 
future of our company but in the interests of helicopter transportation 
generally, to present for your consideration the point of view of a 
helicopter carrier and to urge that no such discrimination be permitted. 

The objectives of these bills are no less applicable to the helicopter 
air lines than to the fixed wing carriers. Thus, denial to the helicopter 
air lines of equal opportunity to qualify under this legislation would, 
we think, be unsound. 

As we understand it, these bills are based on recognition of the fact 
that local air service is integral to the transportation system of the 
United States. The helicopter carriers provide local service in its 
most literal sense. We do not think there can be any doubt about 
this nor that the helicopter as a means of transportation is here to stay. 
The metropolitan helicopter operations which have been conducted 
since 1946 have clearly demonstrated in the civil economy what the 
military service showed in Korea as to the permanent role of the 
helicopter in the air transport scheme. 

This type of transportation is clearly vital to a solution of the 
transportation difficulties of any large metropolitan area such as Los 
Angeles, Chicago, and New York. In addition, in the event of a 
nuclear attack, the existence of organized helicopter operations might 
well make the difference between life and death. For with surface 
transportation disrupted, only the helicopter could carry out the 
rescue, patrol, and other missions which would be required. 

While, to be sure, the present helicopters have limited capacity 
and, as a result operate at relatively high unit costs, greatly improved 
equipment is already in production and will be available within the 
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next year or so. Moreover, the seem progr mc in this field 
be available in the very 


is so rapid that even better equipment wi 
near future. 

We believe that it is vital to the national interest that the helicopter 
carriers be placed in a sufficiently strong position, particularly as 
regards their ability to obtain financing, to keep pace with the technical 
advances through the purchase of improved equipment as it becomes 
available. This, as we understand it, is one o of the principal purposes 
of the present bills which are designed: First, to minimize the uncer- 
tainty as to the continued existence of the local service carriers which 
now operate under short-term certificates; second, to eliminate the 
large outlay of money, time, and energy involved in obtaining recurrent 
certificate renewals, and thus enable management to devote itself to 
increasing the efficiency and economy of the operations; third, to 
increase public acceptance and use of the services provided; and, 
finally, to facilitate public financing of the substantial capital sums 
which will be required for the advancement of the art. 

Each of these considerations is applicable to the helicopter carriers 
equally with the fixed wing carriers. We believe that New York 
Airways can qualify for permanent certification under these bills and 
we do not bebierte it would be sound to deny it the opportunity to 
do so. 

In this connection, I believe that at the hearings last week there 
was some confusion as to whether we are providing scheduled passenger 
service. The fact is that we were the first helicopter carrier to operate 
such a service, which we are now providing between LaGuardia, 
Idlewild, and Newark airports as well as cities in New York, New 
Jersey, and Connecticut; such as Trenton, New Burnswick, White 
Plains, and Stamford. We are also operating scheduled mail and 
property service between these airports as well as numerous cities in 
these three States. 

I have one final observation as to one of the local-service bills which 
has been introduced in the House. Last week H. R. 4310 was intro- 
duced, which would provide for permanent certification of all local- 
service carriers, including the helicopter carriers. As I have said, we 
strongly support this basic objective. However, H. R. 4310 would 
also require, as a condition for permanent certification, that the 
carrier’s temporary certificates shall previously have been renewed 
by the Civil Aeronautics Board. 

It seems to us that as applied to the helicopter carriers this condi- 
tion would be self-defeating. Los Angeles Airways is the only 
helicopter carrier whose certificate has so far been renewed by the 
Board. However, its authorization to conduct passenger service 
has not been renewed, but was added to its basic certificate at the 
time of renewal, the original certification having been limited to mail 
and property. Thus, under H. R. 4310 even Los Angeles, the oldest 
of the helicopter carriers, might not be able to qualify for permanent 
certification. 

In any event, we assume that this committee would not favor 
helicopter legislation confined to a single carrier. While we strongly 
support the view that Los Anglees should have a permanent certificate, 
we also believe that we are at least equally qualified for such recogni- 
tion. Attached to this statement is a chronological outline of our 
accomplishments to date, which we have captioned “Milestones in the 

602135516 
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Development of New York Airways, Inc.”’ and which documents 
what I have said on this point. 

It seems to use that the renewal condition inserted in H. R. 4310 
would ignore the principal consideration here—the question of 
passenger service. While we have not yet gone through a renewal 
proceeding, as I have indicated we were the first helicopter carrier to 
provide passenger service. 

On the other hand, although Los Angeles has been through one 
renewal proceeding, this renewal did not cover the passenger service 
question and that carrier did not commence such a service until more 
than a year after ours was inaugurated. However, I would like to 
make clear that this is not intended as a criticism of Los Angeles, 
whose pioneering contributions in this field are well known to this 
committee. 

My single point is that the renewal condition inserted in H. R. 4310 
is inappropriate for it would not only cast doubt on the status of Los 
Angeles Airways but it would also exclude New York Airways, al- 
though from the standpoint of providing a complete airline service 
our operations are actually more advanced than those of any other 
helicopter carrier. 

In conclusion we respectfully submit that any bill providing for 
permanent certification of local service carriers should not discriminate 
among these carriers solely on the basis of the type of equipment 
employed and that any such airline engaged in the scheduled carriage 
of persons, property, and mail should be permitted to qualify for such 
certificates. 

I greatly appreciate the courtesy extended to us by this committee. 
I will, of course, be happy to answer any questions you may have. 

The CHarrMAN. Were there any questions? 

Thank you verv much. 

Mr. Hogan. Thank you, Mr. Chairman. 

(The following data was submitted by Mr. Hogan:) 


MILESTONES IN THE DEVELOPMENT OF NEw YorK Arrways, INc. 


August 31, 1949: New York Airways, Inc., incorporated in Delaware. 

March 13, 1952: The Civil Aeronautics Board awarded a certificate to New 
York Airways, Inc., to furnish helicopter mail, property and passenger service 
to the metropolitan New York area. 

April 23, 1952: Initial financing completed ($1,112,566 realized). 

May 20, 1952: Contract signed with United Aircraft Corp. for the purchase of 
Sikorsky S—55 helicopters. 

October 1, 1952: Took delivery of first S-55 helicopter. 

October 15, 1952: Mail service inaugurated between the three major New 
York airports, LaGuardia, Newark, and New York International. 

October 29, 1952: Took delivery of second S—55 helicopter. 

November 26, 1952: Took delivery of third S—-55 helicopter. 

December 8, 1952: Extended helicopter mail service from the three airports 
to White Plains, N. Y., Stamford, Conn., Bridgeport, Conn., and intermediate 
communities. 

January 19, 1953: Acquisition of $1,094,858 additional capital through sale 
of common stock. 

January 26, 1953: First scheduled helicopter freight service inaugurated 
on the interairport route. 

February 16, 1953: Inauguration of scheduled night mail and freight service 
on the interairport route. 

March 16, 1953: Inauguration of first scheduled local freight service to White 
Plains, Stamford, Bridgeport, and intermediate communities. 

April 8, 1953: Extension of scheduled night mail and freight service to White 
Plains, Stamford, Bridgeport, and intermediate communities. 
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May 8, 1953: Took delivery of fourth S-55 helicopter. 

June 9, 1953: Extension of scheduled mail and freight service to Trenton, N. J., 
and intermediate communities. 

June 15, 1953: Took delivery of fifth 8-55 helicopter. 

Julv 4, 1953: First certificate issued by CAA for the carriage of passengers in 
the $-55 helicopter on scheduled operation. 

July 8, 1953: inauguration of the first regularly scheduled helicopter passenger 
service on the interairport route. 

August 3, 1953: Extension of scheduled night mail and freight service to Tren- 
ton, N. J., and intermediate communities. 

September 20, 1953: Enrollment of New York Airways’ personnel and equip- 
ment in the New York civil defense organization. 

May 1, 1954: Prospective final mail rate effective. 

August 3, 1954: Inauguration of scheduled local helicopter passenger service 
between the New York airports (LaGuardia, New York International, and 
Newark) and New Brunswick and Trenton, N. J. 

August 28, 1954: First certificate issued by CAA for the carriage of passengers 
in the S—55 helicopter in night operation. 

August 30, 1954: Inauguration of the first scheduled helicopter passenger serv- 
ice at night over the interairport route. 

September 9, 1954: Extension of scheduled night helicopter passenger service 
to New Brunswick and Trenton, N. J. 

September 24, 1954: Commenced the first 3,000-hour overhaul on a Sikorsky 
S-—55. 

October 27, 1954: Inauguration of air express service on the interairport route 
an hetertes the New York airports and Pearl River, N. Y. and New Brunswick, 

November 4, 1954: Inauguration of scheduled local helicopter passenger service 
between the New York airports (LaGuardia, New York International, and 
Newark) and White Plains, NN. Y. and Stamford, Conn. 

t Leenmanee 7, 1954: Extension of air express and freight service to Rutherford, 

February 16, 1955: Inauguration of first trunk carrier-helicopter joint tariff 
fare for passengers between Northwest Airlines and New York Airways. 


The CHarrMan. Mr. Ray? 
Mr. Ray is representing Fairchild Engine & Airplane Corp. 
You may proceed, Mr. Ray. 


STATEMENT OF JAMES G. RAY, REPRESENTING FAIRCHILD 
ENGINE & AIRPLANE CORP. OF. HAGERSTOWN, MD. 


Mr. Ray. Thank you. 

Mr. Chairman, members of the committee, my name is James G. 
Ray and I am a partner in a consulting firm located here in Wash- 
ington, which specializes in air transportation. Our firm is presently 
engaged by the Fairchild Engine & Airplane Corp. of Hagerstown, Md., 
to study a new aircraft known as the FF-27. 

I might add there that the Fairchild Aircraft Corp. has authorized 
me to make this appearance, but the statement is mine and has not 
been approved by the company. 

This is a small transport airplane, slightly larger than a DC-3, 
and incorporates many of the advancements made in aircraft design 
during the 20 years since the DC-3 was first developed. 

The Fokker Co. of Holland has done the initial design and develop- 
ment work on this aircraft and is presently building two prototype 
machines to be used to demonstrate that the airplane will meet the 
certification requirements for Holland and for the United States. 
Cost of this work has been borne largely by the Dutch Government. 
The Fairchild Corp. has acquired the manufacturing and sales rights 
to this design in the Western Hemisphere, less Brazil. 
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This developmental project is well along and the two prototype 
machines are nearly finished; the Fokker Co. informs us that they 
are very close to schedule on them, and that they expect the first of 
the prototypes to fly within a few months. The preliminary details 
of United States certification have been taken care of and several 
representatives of the CAA have been in Holland to familiarize 
themselves with the design. 

I might further add there that the team from the Dutch company 
and from the Dutch Air Ministry is arriving in Washington on the 
14th of March for about a week’s series of conferences with the CAA 
on the certification of this machine. 

In the meantime, the Fairchild Co. has moved ahead with its plans 
for building the aircraft over here. It has completed market surveys 
and has made initial sales contacts with the airlines. Also it has 
established a new department in its organization to handle the FF-27 
project and has employed Mr. James Pfeiffer, who was formerly in 
charge of domestic sales for Convair, to head it up. 

The FF-27 should make a very good operating airplane for the 
local carriers. It is a much more efficient plane than the DC-3, it 
will cruise about 100 miles per hour faster and should operate at a 
lower sea-mile and ton-mile cost, even over very short stage distances. 
It is smaller than a Martin or a Convair and is expected to operate at 
less cost per plane-mile than either of these aircraft. It is pressurized, 
has a tricycle gear and is powered with Rolls Royce Darts, the turbine 
propeller engine that powers the British Viscount, an airplane that 
has become noted for its quiet, vibrationless flight. 

I might add there that the FF-27 is almost exactly on the specifica- 
tion that has been drawn in the past by the Conference of Local 
Service Airlines. 

The Fairchild Co. has not determined its final price for this air- 
plane, but the Fokker Co. is presently accepting orders at £165,000, 
which is about $462,000. The American price will be around this 
figure and will present a financing problem to the local airlines. An 
investment of this order obviously must be written off over a period 
of time longer than their present temporary certificates. 

The company’s final decision to start its production line rolling 
will be based on its estimate of the potential market for this airplane. 
This estimate must include the local carriers’ ability to purchase, as 
well as their need for more modern flight equipment. 

It is important to the Government that these local carriers be able 
to purchase modern equipment at an early date. By so doing they 
can lessen their need for Federal subsidy, can provide a better service 
to the public, and will be a much more valuable asset to the Nation 
if some national emergency should arise. 

Thus the ability of the local carriers to buy new aircraft is a perti- 
nent and important consideration for this committee. At long last 
a modern aircraft can be made available to replace the DC-3 and the 
emphasis now shifts to the carriers’ ability to finance the change. 
Almost all of the local carriers have had great difficulty financing 
their present operations and many of them are still handicapped by 
lack of operating capital and at Sn: Legislation that will assure 
an investor greater permanence of bis investment is necessary. 
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We want to thank the committee for the opportunity to appear. 
If there are any questions in connection with this model, I would be 
very pleased to answer them. 

oon HinsHaw. What is the optimum flight altitude of that air- 
plane? 

Mr. Ray. Its best cruising speed and best fuel economy occur at 
20,000 feet. That altitude, of course, cannot be reached on your 
shorter distances. It loses approximately 20 miles in cruising speed 
at sea level over its cruising speed at 20,000 feet. So flying it at lower 
altitudes, it still will compete very effectively with the DC-3. It still 
will operate at a lower seat-mile and ton-mile cost than the DC-3. 

Mr. HinsHaw. What is the number of seats? 

Mr. Ray. The seating can vary considerably. It can fly at any- 
thing between a 28 seat airplane, which is the standard what you might 
call luxury version, to a 40 seat airplane, as a high density version. 
Probably the local carriers would use it either as a 32 or 36 seat 
airplane. 

Mr. Hinsnaw. It does have a galley and all that sort of thing? 

Mr. Ray. It does. That can be rearranged in any way the operator 
would like. 

Mr. Hinsnaw. I see it is a high wing job, so that there is very little 
staircase involved. Is that enclosed in the airplane, or must it be 
rolled up? 

Mr. Ray. The door which is used most generally for passenger 
operations is only 3 feet 7 inches from the ground in normal attitude, 
and the door opens to the inside, it being a pressurized airplane, and 
slides aft. At the time it opens, a stair goes down, which will serve 
for loading, pretty much the way the local carriers operate the DO-3 
now. 

Mr. Hinspaw. And what is the cruising speed at, say, 5,000 feet? 

Mr. Ray. At 5,000 feet, it would be about 270 miles, between 270 
and 275. 

Mr. HinsHaw. That is a great deal faster than the DC—3? 

Mr. Ray. It is about a hundred miles faster than the DC-3. 

Mr. Wiuutiams. How much takeoff run does it require? 

Mr. Ray. It will operate under what is called part .04 (b), under a 
license from the CAA, from a 3,600-foot runway. At least, that is 
what we expect it to do. That is a little more than the DC-3, but 
not much more. 

The CHarrman. It is turbojet propulsion? 

Mr. Ray. It is a turbopropeller. These are turbine engines, but 
they drive a propeller instead of getting their thrust from pure jet. 

Mr. Hinsuaw. Now, as I understand part .04 of the regulations, 
part .04 (b) of the regulations, that means that it should be up to 
takeoff speed and then be able to stop within 3,600 feet; is that correct? 

Mr. Ray. That is correct. It can accelerate to takeoff, and then, 
if it loses an engine at that critical time, it can either stop inside the 
3,600-foot runway, or it can go around on its other engine and run for 
a landing. 

Mr. Hinsuaw. In other words, it meets all the specifications for 
air carrier aircraft? 

Mr. Ray. Yes, sir, it meets all of them. 
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The CHarrMaNn. One further question. It is my understanding, and 
I think I am correct in this, that Capital Airways plans to use kero- 
sene as fuel in the Viscounts, which is a turboprop machine. Would 
this engine operate on the same type of fuel? 

Mr. Ray. This is the same engine and would operate on the same 
fuel. That fuel now is quoted by the refineries at 8% cents a gallon. 

Mr. Hinsuaw. I wish they would sell it at that price to me for 
heating my house. 

Mr. Ray. Of course, taxes and distribution would have to be added 
to that figure. They will quote you a price here to deliver kerosene 
to your house at 17 cents. 

We have, in calculating our operating costs, assumed a price of 
15 cents for kerosene for air carrier use. 

The CuarrMan. Are there any other questions? 

Mr. Hate. Yes. 

On a 50-mile hop, how far up is it practical to go? You have a com- 
paratively low trajectory, have you not? 

Mr. Ray. For a 50-mile flight you would fly to 5,000 feet, for a 
70-mile flight you would fly to 7,000 feet, and for a 100 mile flight 
you would fly to 10,000 feet. 

I don’t know whether they made it that way so that the pilots could 
remember it more easily, or not, but it works out that way. 

The CuarrMan. Mr. Dolliver? 

Mr. Dotutver. You referred to the fact that this would have a 
lower operating cost per passenger per mile than the DC-3? 

Mr. Ray. Yes. 

Mr. Dotutver. Would you elaborate on that and give us the details 
of that conclusion? 

Mr. Ray. Of course, the calculation of operating costs for an air- 
craft that has not actually flown—there is some difficulty in doing it, 
actually. 

Mr. Dotutver. It is theoretical, of course. 

Mr. Ray. You cannot be 100 percent accurate. But as best we 
can calculate the costs on this, it will run substantially lower for a 
seat-mile and for a ton-mile than will a DC-3. 

One of tne reasoas for that is that it carries approximately 5 tons 
of payload, where as a DC-3 carries 2.4 tons. This aircraft, because 
it is a turboprop aircraft, carries almost the same payload over short 
distances as does a Convair or a Martin; even though it is a consider- 
able smaller airplane, its wing span is exactly the span of a DC-3. 

Mr. Hrnsuaw. How about its wing area? 

Mr. Ray. That is 750 square feet. I am not sure what the area of 
a DC-3 is. 

I believe it is about the same, though. 

Mr. Dotutver. Are there any other differentials as to the cost of 
operation? 

Mr. Ray. There is one thing I think it is important for you people 
to realize, and that is that its costs per mile will probably not quite 
equal the cost of a DC-3 per mile, because the DC-—3’s are written off, 
they cost very little, and this, say, costing $450,000, by the time you 
depreciate it over even a 7-year period—you are charging off a sub- 
stantial amount for each mile flown. And when that is added to its 
other costs, though some of those other costs will be lower, its cost per 
pilot will be less than a DC-3, its cost for fuel will be less than a DC-3 
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on a per mile basis, but when depreciation goes in it will probably cost 
something more than a DC-3. 

Mr. Douutver. Why do you say the pilot cost will be less? 

Mr. Ray. The pilot cost will be less, because it will fly faster. Of 
course, the pilot pay on a per hour basis is higher, because it is a 
somewhat heavier and a faster airplane. Nevertheless, it flies enough 
faster so that the pilot cost per mile will actually be less. 

Mr. Do.titver. What about the maintenance? 

Mr. Ray. That is where the uncertainties are greater in calculating 
the costs now. But so far as we know, so far as we can get to it, the 
maintenance costs will be very little more than the DC-3 on a per 
hour basis, and probably somewhat less on a per mile basis. 

Mr. Dotuiver. Is that $462,000 cost based upon just merely 
prototype construction? 

Mr. Ray. No, sir, the prototypes, of course, will cost quite a bit 
more than that. The Fairchild Co. has not made a final estimate of 
what it will cost them in production over here, and their thought is 
that they will build and sell this aircraft in the Western Hemisphere. 
But their overall concept is that they can build it as cheaply here as 
the Fokker Co. can build it in Holland, and Fokker has made accurate 
studies over there and is actually accepting orders at that price. 

Mr. Doutiver. I do not see how they can do it with the increased 
labor cost and with higher costs in this country than in Europe. 

Mr. Ray. That is true. On the other hand, the production 
methods over here are more efficient. We can get into larger 
numbers, larger quantities. And that does enter into the picture on 
the other side. 

Mr. Douuiver. Has the Fokker Co. made any estimate of how 
many they will produce on a given production setup? 

Mr. Ray. Because the Fokker Co., or rather because the Dutch 
Government, has taken the cost of the prototypes and so forth, that 
part of it is already out of the way; so they do not have to have as 
large a volume as Canadair was expecting, for instance, to build 
their job a couple of years ago. I don’t have accurate figures on that, 
that i can quote, from the Fairchild people, but it is my belief that 
they will have to see sales for possibly as many as a hundred of these 
machines, with possibly as many as fifty of them within, say, a 
matter of a year or a year and a half before they would be justified 
in setting up a production line. 

Mr. Dotutver. I assume what you have said indicates that the 
engines will be produced in Great Britain; is that correct? 

Mr. Ray. To begin with, that is true. The Westinghouse Co. 
has the rights to manufacture this engine over here, and it is possible 
that that might come to pass at a later time. 

Mr. Dottutver. At the present time there is no production of a 
turboprop engine that is a practicable one in the United States, is 
there? 

Mr. Ray. That is true. 

Mr. Douutver. The only one we have is—what do they call it?— 
the Viscounts. 

Mr. Ray. This is the engine that is in the Viscounts, a Rolls Royce 
engine. 

Mr. Douttver. The Rolls Royce Dart is what you call it in your 
statement. 
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Mr. Ray. The Rolls Royce Darts, that is right. 

Mr. Douutver. Thank you, Mr. Chairman. That is all. 

The Cuarrman. We are glad to have you present your discussion 
of this model. 

The committee will stand adjourned until 10 o’clock tomorrow 
morning. 

(The following material was submitted for the record:) 


CONFERENCE OF LOCAL AIRLINES, 
Washinaton, D. C., March 4, 1955. 
Re H. R. 526 and H. R. 2225. 


Hon. J. Percy Priest, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington 25, D. C. 


Dear Mr. CuHarrMAn: In accordance with the suggestion which I made toward 
the end of the hearing on March 1 on the above-referenced bills, I am addressing 
this letter to you, with copies to the other members of the committee, in the 
way of rebuttal to some of the points brought out by the opposition to those 
JULES. 

1. Note that the schedule distributed by Mr. Gurney on March 1 and purporting 
to compare the mail pay statistics between the trunklines and the local service 
lines uses the statistics of fiscal vear 1954 for the local service carriers. Since 
fiscal year 1954 ended on June 30, 1954, these figures represent performance 
from 8 months ago to 20 months ago and fail to incorporate the excellent’ per- 
formance of the feeders during the last 6 months of calendar vear 1954. Accurate 
figure for the local carriers for calendar vear 1954 appear on page 18 of my 
statement. 

Likewise note that the vear 1939 was the year after the trunklines were 
permanently certificated. Their performance in that vear represents a sub- 
stantial improvement over their performance in 1938, the statistics of which 
likewise appear on page 18 of my statement, and are themselves eloquent evidence 
of the encouragement and growth which permanent certification is likely to induce. 

2. Some point was made of the fact that Mr. Peach testified last year that the 
latest renewal proceeding for Mohawk cost only $17,000. I respectfully address 
your attention to pages 124 and 125 of the printed record of last year’s hearings 
before your committee on H. R. 8898 of the 83d Congress, a bill similar to the 
above-referenced bills currently before vour committee. Please note that Mr. 
Peach says that Mohawk’s renewal was: 

‘“* * * the lowest certificate renewal cost that any local carrier has had, And 
the only reason it was that low was that the entire case was presented by the 
management of the company, including myself, and we did not employ outside 
counsel. So we had a very substantial diversion of management talent from the 
rest of the business, and it still cost $17,000 in cash. 

“* * * This time the proceeding consumed a total of nearly 1 year and cost 
Mohawk $17,000. It cost the taxpayers at Federal, State, and local levels much 
more, 

‘Incidentally, I believe this is one of the lowest certificate renewal costs ever 
reported by a carrier and was minimized only because Mohawk’s top officers 
prepared and documented the entire proceedings without employing outside 
counsel. The cost of this proc2eding in management talent diverted from the 
operation of our business was considerable, however.” 

3. Your committee was informed that there is a split of opinion in the Board and 
that a minority view supports the proposed legislation. I enclose herewith for 
your information a copy of the statement which Mr. Adams, a member of the 
Board, delivered to the Senate Committee on Interstate and Foreign Commerce. 

Mr. Adams, incidentally, estimates the cost of the Mohawk certificate renewal 
to the Board, which was estimated before your committee first at $600 and later 
at $2,000, at closer to $60,000. Mr. Adams before the Senate committee estimated 
the average cost of a cretificate renewal to the Board at $200,000. 

4. A point was made to the effect that radio stations have to be periodically 
recertificated by the Federal Communications Commission. Not explained, 
however, was the fact that such renewals are strictly pro forma. Under the 
Federal Communications Act an application for a renewal is a renewal, and any 
challenge is in the nature of a revocation proceeding. Rare indeed is the radio 
license renewal which costs more than a very few hundred dollars. 
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5. A point was made to the effect that a certificate renewal proceeding gives a 
local carrier free advertising in the sense that its name is on the front page of 
many local newspapers for weeks at a time. This point completely overlooks 
the difference between publicity and notoriety on the one hand and advertising 
and good public relations on the other. Every one of the local carriers has many 
times experienced having friends or customers say: ‘‘I understand your airline is 
going out of business’’ or ‘‘when are you going to stop flying?” or ‘‘Are you still 
taking reservations?’”’ The newspaper publicity, in other words, has a distinctly 
demoralizing effect both on the carrier in question and on the communities and 
customers it serves. 

In the case of one of the carriers probably the most publicity it has ever received 
was the consequence of a stewardess’ shooting the superintendent of stations, but 
I can guarantee to your committee that this action was not taken on the recom- 
mendation of the carrier’s advertising agency, and the number of passengers 
boarded as a consequence can scarcely be considered great. 

6. A point was made to the effect that labor costs might be higher after certifica- 
tion than they are now. Thisis most unlikely. All mechanics, clerical help, etc., 
of the local carriers are paid the same as those of similar employers, and any 
differences in pilot pay are virtually negligible. In any event, however, all labor 
and wage rates are the result of negotiation on the basis of normal collective- 
bargaining considerations, and the nature of the carrier’s certificate creates no 
bargain basement. 

Highly significant, moreover, is the fact that the local carriers have approxi- 
mately double the rate of employee turnover that the trunks have. The con- 
sequent training expenses of new employees are so disproportionate that some 
assurance of job security will undoubtedly reduce the expense now attributable 
to that item. 

7. Regarding landing fees, these also are a matter of negotiation with the par- 
ticular local authority. Bargins are not based on the nature of the carriers’ 
certificates but on the basis of all the considerations raised in the course of free 
bargaining. 

8. A point was made that certificate renewals had given the Board an op- 
portunity to straighten out some weaknesses in the management of North Central 
Airlines and Piedmont Aviation. Regardless of the fact that a serious doubt may 
be honestly raised concerning the wisdom of the Board’s advice in those cases, 
the fact remains that neither case was a certificate renewal but both involved 
mail rate cases. 

9. The point was made that the Board was granting 5 and 7 year renewals to 
deserving carriers and would probably soon grant permanent certificates to some. 
This is an echo of last year’s argument to the same effect, but the Board’s per- 
formance since last year’s hearings eloquently answers the argument. In the last 
6 weeks the Board has granted certificate renewals to Ozark and Bonanza, the 
former for 344 years and the latter for 2 years and 9 months. These short-term 
renewals were granted in the face, for example, of a-400 percent increase in revenue 
passenger-miles, 500 percent increase in mail ton-miles, and more than 50 percent 
reduction in subsidy rate per passenger-mile in the last 4 vears. How can anyone 
have hope that the Board will ever grant realistic certificate terms to any local 
carrier without positive congressional direction? 

10. A point was made to the effect that the tunk carriers in 1938 had a great 
future to which they could look forward, but that the local carriers would have no 
incentive to improve themselves by hard work because they have no comparable 
market expansion to anticipate. Suffice it to say that none of the local carriers 
looks to the future through the heavily smoked glasses which the Board seems to 
employ; on the contrary, they visualize an extremely bright future with a greatly 
expanded base. 

On this point, incidentally, not only did the weakest of the local carriers generate 
more commercial revenue per plane-mile in 1954 than 10 of the trunklines did in 
1938, but 10 of the local carriers in 1954 generated more commercial revenue per 
plane-mile than did the strongest of the trunks in 1938. 

11. Mr. Rogers asked a question about the impact of temporary certification 
on the willingness of communities to furnish facilities. One example, out of 
many that could be cited, should be enough to demonstrate the seriousness of 
this point. One carrier had almost concluded negotiations for a city to furnish 
it a free hangar until the city attorney learned that the carrier’s certificate was 
_ for a period of vears rather than permanent. Negotiations were immediately 

stopped and the hangar has not been supplied. 
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12. Mr. Wolverton asked a question about the comparison between the con- 
gressional decision to make radio licenses renewable as a matter of routine and 
the other congressional decision under the Civil Aeronautics Act to make the 
certificates of the trunk airlines permanent. It may be pointed out that these 
decisions were deliberately made and the distinction carefully drawn by the Con- 
gress. There were strong efforts by the administration at the time of passage 
of the Civil Aeronautics Act to make the airline certificates similar to the radio 
certificates under the Federal Communications Act which had shortly thereto- 
fore been enacted. Congress, however, deliberately chose in its wisdom to follow 
the course of permament certification for the trunk airlines, and no one today 
would question the foresight of that choice. 

13. The suggestion that permanent certification would destrov incentive is 
as absurd as saying that there should be no such thing as permanent emrlovment 
employment anvwhere in the commercial world or permanent status in the civil 
service. In answer to the suggestion that permanent certification would permit 
each local carrier, so long as it was honest, to live in luxury at the taxpayer’s 
expense, it may be pointed out that the Civil Aeronautics Act puts the obligation 
on the Civil Aeronautics Board to adjudicate mail rates on the basis of ‘‘honest, 
efficient and economical’? management. That the Board and its staff would 
permit no luxury may well be inferred from some of the ends to which they have 
gone in mail-rate cases of which the following are exemplary: 

(a) If a hotel charges a room service charge on a meal, it is disallowed as a 
legitimate traveling expense. 

(b) One carrier had an executive who was taken ill while traveling He 
ordered a meal sent to his hotel room and had a package of cigarettes sent 
up with the meal. The cost of the pack of cigarettes was disallowed in 
a mail-rate case. 

(c) The Board asked one carrier to make an effort to have some landing 
fees reduced. The airline dispatched an executive to the city in question 
where he negotiated with the three-man board having jurisdiction of the 
airfield. He took the board to lunch and after lunch succeeded in negotiating 
a waiver of the landing fees for the balance of the year at a saving to the 
carrier, and therefore to the Government, of approximately $3,000. But the 
lunch check for $3.75 was disallowed as a legitimate expense. 

(d) Another carrier purchased a block of engines at approximately $900 
each and a total cost of about $70,000. This purchase saved the carrier, 
and therefore the Government, a vast amount of money. After the purchase 
had been negotiated, the carrier bought the president of the vendor company 
a lunch at the cost for the two of them of $3.00 The total cost of the lunch 
was disallowed in a mail-rate case. 

(e) All entertainment expenses, liquor expenses, etc., are disallowed as 
proper costs in adjudicating mail rates, and the Board has a staff of fine- 
tooth comb experts virtually to guarantee that no high living will take place 
at the taxpayer’s expense, regardless of the nature of the certificate. 

(f) The Board has strict rules limiting the salary of chief executives of 
airlines on subsidy to $15,000 per year, of next senior officers to approximately 
$13,000 a vear, of lawyers and others proportionately. 

The incentive to get off subsidy should be self-evident and complacency or 
indolence under the circumstances would be synonymous with stupidity. 

14. The argument was advanced at pages 62, 64, 66, and 68 of the printed 
record of last year’s hearings and again in point 2 in Mr. Gurney’s statement and 
frequently throughout the course of his questioning that one of the principal 
reasons for keeping certificates temporary was the desire of the Board to strengthen 
the routes of the local service carriers. Aside from the fact that section 401 (h) 
of the Civil Aeronautics Act adequately answers this point, it may be further 
pointed out that the history of the Board’s actions in this respect inspires little 
confidence. In the first place vou can count on the fingers of one hand—with 
fingers to spare—the number of route improvements of the local carriers which 
have been the result of spontaneous inspiration on the part of the Board in the 
course of a certificate renewal. Nearly all the route improvements have been the 
result. of either a route case as such (e. g. the Fayetteville case as pointed out by 
Mr. Harris) or have been the result of the proof of public convenience and necessity 
by the carrier and other interested parties in the course of a renewal proceeding. 
This proof of public convenience and necessity could have just as well been made 
in a separate case as in the renewal itself and at considerable economy to all 
concerned. In any event, the carriers have had to prove to the Board their right 
to any such route modification. 
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The Board’s argument is also effectively answered both by its recent decision 
in the North Central Airlines application for a temporary exemption permitting 
service between Chicago and Duluth-Superior via Milwaukee and Green Bay 
and also by its decision in the route 106 case in which the Board dismembered a 
route which the Chairman’s own statement on page 12 calls a “local service route’”’, 
divided it between two trunklines, and thereby destroyed the opportunity of 
either of the two local carriers to strengthen its route with what could have been 
the strongest segment in its entire system. 

All the local airlines and I stand ready to furnish the committee any further 
information which it might desire. 

Respectfully yours, 
Joun F. FLOBERG, 
Chairman, Conference of Local Airlines. 


(The statement of Hon. Joseph P. Adams, referred to in Mr. 
Floberg’s letter, was previously inserted in the record and appears 
on p. 162.) 


STaTE oF ARKANSAS, 
OFFICE OF THE GOVERNOR, 
Little Rock, February 17, 1956. 


STATEMENT TO THE House INTERSTATE AND FOREIGN COMMERCE COMMITTEE 


GENTLEMEN: I wish to go on record as wholeheartedly supporting the legislation 
now pending which provides permanent certificates for those local-service airlines 
now in operation (H. R. 2225 and H. R. 526). 

Central Airlines and Trans-Texas Airways, the two local-service carriers 
serving Arkansas, are doing a very creditable job in providing the service for 
which they were certificated. The position of the Nation’s local service airlines 
compares favorably to that of the trunklines of 1938, when they were made perma- 
en yet they are being denied the same treatment accorded the carriers of that 

ay. 
I am admittedly no aviation expert, but it would seem to me that common- 
sense dictates the passage of this measure. The hazards of doing business on a 
day-to-day basis are obvious to every businessman. The potential economies of 
long-range planning, mass purchasing, and attracting topnotch personnel are but 
a few of the considerations that highlight the dollar savings that could come with 
permanent status. 

An additional point that I would like to make has to do with the cost involved 
in repeated recertification cases before the CAB. We in Arkansas have been 
through a renewal proceeding and we have also recently participated in the 
Service to Fayetteville case in which Central Airlines was awarded new routes in 
our State. We therefore have sone firsthand experience regarding the amount of 
time and money expended by all concerned in these proceedings. If for no other 
reason (and assuredly there are many other reasons) than to eliminate this wasteful 
expenditure of time and money, I would appreciate your favorable consideration 
of this bill. 

Arkansas supports this legislation. 

With the committee’s permission, I am asking my aviation friend Keith Kahle 
to give this statement to your committee. 

Sincerely yours, 
Orvap E. Fausus Governor. 


ArrcoacH TRANSPORT AssocIATION INC., 
Washington, D. C., March 2, 1956. 
Re certification of postwar airlines. 
Hon. J. Percy Priszst, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 


My Dear Mr. Prigst: On behalf of more than 30 noncertificated air carriers, 
I offer the attached statement of our position on pending legislation for permanent 
certification of the local-service airlines, and ask that it be included in the printed 
hearings. 
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To my regret, unavoidable circumstances prevented our reaching a position 
pres to last week’s hearings. If further witnesses appear, I will be glad to be 
reard. 

Our position is that the nonsubsidized special-service carriers who have pio- 
neered air services since the war are at least as worthy of permanent status as the 
subsidized local service airlines. 

Respectfully yours, 
H. B. Jounston, President. 


STaTEMENT OF HAMLIN B. JoHNsTON, PRESIDENT, ArRCOACH TRANSPORT 
ASsocIATION, INC. 


Gentlemen, in the pending bills, Congress is asked to grant permanent status 
to the local-service airlines and the certificated cargo lines, two of the new classes 
of air carriers since World War IT. 

My purpose is to urge that you consider other postwar airlines no less worthy 
of permanence. 

SPECIAL SERVICE CARRIERS 


I speak for the Aircoach Transport Association, representing more than 30 
aircoach and cargo lines, not holding certificates of public convenience and neces- 
sity but operating under letters of registration from the Civil Aeronautics Board. 

‘hey are called nonscheduled or irregular to stress the limitations imposed upon 
them. In fairness, they should have a name that shows what they can do. 

So I shall refer to these American companies as special-service carriers, a term 
in keeping with their function. 

Provision for the future of these companies—a permanent future—is a fair and 
necessary part of the legislation before your committee. 


INTENT OF CONGRESS 


Without taking a position for or against permanent certification of the two 
classes of carriers in the pending bills, I submit that due regard for the rights of 
small business calls for equal treatment of other new carriers—now, while a bill is 
in process. 

Congress made the postwar airlines possible. The Civil Aeronautics Act 
plainly intended an air transport system open to new enterprise and competition 
rather than closed to all but the few grandfather lines in business when the law 
passed. 

During World War II, the scheduled airlines desperately tried to close the 
door by the Lea bill. Congress did not act. So it was with the tacit consent 
of Congress that the CAB allowed many new companies to form in the postwar 
surge of veteran effort. 

After several years, the Board has not yet reached decisions for the future 
of these companies and the new services they have pioneered. In the light of 
all that has happened since the 17-year-old act was written, Congress can help 
CAB by making an up-to-date statement of intent, to remove uncertainties 
which hang over all the postwar airlines. 


THE POSTWAR AIRLINES 


The several classes of new carriers, now operating on temporary authority, 
include: 

1. Local service or feeder airlines.—These were certificated for regions of the 
United States after hearings as to economic need for service and fitness to perform 
it. They risked no capital in operations until given franchise for several years 
and assured of reimbursement for losses. Because they do not have the long, 
rich routes held by the older trunklines, they still draw subsidies. Their com- 
pensatory mail pay is at rates por ton-mile, for dead weight, far more than for 
passengers. 

2. Certificated cargo lines.—In contrast to the local-service lines, a number of 
companies risked capital in noncertificated operations. The results were con- 
sidered in hearings that led to the eertification of several. Without mail and 
subsidy, they offer common-carrier cargo service on schedule; also have -carried 
military passengers and have leased aircraft to other companies. 

3. Cruise airline—One company, after noncertificated operations, was certifi- 
cated for international all-expense air tours, without mail or subsidy. It has 
flown military passengers and cargo. 





PERMANENT CERTIFICATES FOR LOCAL SERVICE AIR CARRIERS 249 


4. Helicopter airlines—These are subsidized to develop mail and passenger 
service by the new means of rotary-wing aircraft. 

5. Special-service carriers—These include more than 40 large irregular carriers 
operating under letters of authority from CAB under the power of CAB to grant 
exemptions from economic regulation. There is also one specifically exempted 
company and one in the irregular transport category. All are without mail or 
subsidy. All are limited by CAB in frequency of flight between any two points. 

(In addition, scores of air taxi services, with aircraft not over 12,500 pounds 
gross weight, are licensed by CAA. But these small-plane operators do not 
seem to need legislation for permanence.) 


ACHIEVEMENTS 


I do not speak for any interests other than the noncertificated airlines in the 
Aircoach Transport Association. Other classes of carriers are mentioned, 
consistent with our position that all classes of carriers should be considered in the 
proposed legislation and such legislation should not be limited to only two classes 
of carriers. 

We believe that the special-service carriers are deserving of your consideration 
at this time. 

These unsubsidized airlines have greatly speeded the extension of low-cost 
aircoach and cargo for wider public use. Before World War II, the subsidized 
lines carried a relatively small volume of first-class passenger traffic, airmail, 
and express—all at high rates. 

Trunkline executives talked of higher rates which would have tended further 
to limit traffic. 

But the independents meanwhile had pioneered low-cost aircoach. Trunk- 
lines reluctantly followed, and also attracted this new class of customers, developed 
by the independents, and have fast grown ever since. 

Much the same is true of air cargo. While the grandfather lines were not in a 
hurry to develop more than their old light express service, the veteran-led in- 
dependents with worldwide experience from the air war were ready to fly any- 
thing from horses and cattle to dresses and flowers. 

Here too, the scheduled lines went into cargo competition and their volume has 
increased. 

The independents thought in terms of planeloads rather than only individual 
passengers or small packages. This led to varied charter services in which a big 
potential remains. 

All this helped build a reserve of planes, vital in emergency. Both the Berlin 
and Korean lifts were manned and equipped in large measure by the noncertificated, 
carriers, now serving again in the Formosan crisis. Within the United States 
independent lines fly large numbers of troops at low rates thus effecting substantial 
savings to the military. 

The safety record is high. In 1953 and 1954, the noncertificated airlines had 
16. months without a fatality or serious accident, almost equaling the all-time 
record of 17 months on domestic scheduled lines. 

To summarize, these independent carriers have pioneered: 

1. Aircoach, the beginning of volume transport at low cost. 

2. Air cargo, a revolutionary force in peacetime living and one of the deciding 
factors in war. 

3. Planeload charter, to speed passenger groups and cargo. 

4. Military airlift, of ever-growing importance to the economy and efficiency of 
military operations. 

All this has been done without subsidy. The special services have been largely 
supplementary to the route-type service of the scheduled airlines. Regulatory 
actions have limited the volume of the independent lines for the past few years. 


FAIR APPROACH 


Some officials, and even some Members of Congress, have been led to think of 
the existence of these special-service carriers not as a national asset but rather as 
a problem, on account of their minimal competition with the scheduled airlines— 
a problem to be solved by more regulations and restrictions. 

Competitors have proposed that the CAB exemption power, under which these 
independent carriers were allowed to start, be terminated; that temporary cer- 
tificates be issued, with scope too narrow for them to earn a living; that those not 
certificated cease flying; and that contract operations be strictly limited. 
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But American policy always has been—and I hope still is—to-protect the little 
fellow against big monopolies rather than to guard monopolies against healthy 
competition. 

Rather than face hostile action to curb and limit, the independent airlines are 
entitled to a place in the legislation now being considered for other classes of post- 
war carriers no more deserving. 

The Senate Small Business Committee in 1953 gave long study to the problems 
of the independent. airlines, concluded that they were worthy of broader oppor- 
tunities, and recommended long-range status, 

This is the constrictive approach we earnestly hope will continue in the present 
Congress. The situation of the loeal service lines, with their mail and subsidy 
support, or the certificated cargo lines with their scheduled routes, is no more 
urgent than consideration of the position of special-service carriers with no cer- 
tificates at all. 

These carriers should be included in the pending measure where they rightfully 
have a place. 

DECIDING FOR CAB 


There is less reason for Congress to decide for the local service lines than for 
the special-service carriers. In the case of the former, the Civil Aeronautics 
Board wants to make the decisions. 

But for the special-service carriers, CAB seems unsure of its authority. In its 
1954 annual report, the Board advocated legislation ‘‘to authorize the issuance 
of certificates for supplemental service.” 

(This term ‘“‘supplemental’’ is to connote that if certificates are issued, they will 
be strictly limited to supplement the route-type service of the scheduled airlines. 
We object to this name as another limited word and a poor one to use in offering 
services to the public. Special-services is a better name and is consistent with 
accepted terminology.) 

There is no reason to wait for a later bill to clarify the status of the special- 
service carriers. Their operations, plans, and role have been most exhaustively 
considered by congressional committees. . 

A main argument of the local service lines is that they should not have to wait 
the outcome of long hearings for renewal of their temporary certificates every 
few years. If that is valid, the special service carriers should also not be required 
to wait. 

That they are fit, willing, and able to render air services to the public has been 
demonstrated in nationwide and even worldwide operations. 

The British in recent years have recognized their independent airlines by letting 
them develop new types of service, especially low-cost passenger traffic, even on 
routes assigned to the British monopolies; also much responsibility for military 
airlift. This liberal policy has paid big dividends to Britain as it could to us, 


PROPOSED AMENDMENTS 


On these grounds, I urge that the pending measure be amended to include a 
definition of ‘“special-service carriers.’ Here is my suggestion: 

That section 1 of the act of June 23, 1938, as amended (49 U. S. C. 401; 52 
Stat. 977 as amended by 62 Stat. 493, 65 Stat. 68; 66 Stat. 628), is amended by 
adding a new paragraph numbered (34) as follows: 

‘‘Special-service air carrier’? means any air carrier which holds operating au- 
thority not specifying fixed routes or terminal points, and which utilizes in air 
transportation aircraft having a maximum certificated takeoff weight of more 
than 12,500 pounds, and does not engage in air transportation between two 
places in Alaska. 

I further urge that the term ‘‘special-service carrier’ be included in the part of 
the bill granting permanent certificates. It should be made clear that these certifi- 
cates must be broad enough to preserve the flexibility of these carriers for con- 
tinued pioneering of new ideas, and not revoke any operating rights they now hold. 

If your committee is to reward with permanent status those companies founded 
and operating with the aid of subsidies and guaranteed profits without risk, 
it is only fair that at the same time you senngnen? those that have done the job 
the hard way without subsidy against every obstacle. 


President Eisenhower, at his press conference of February 9, indicated that in 
the choice of companies for certification, it is logical to reward those that have 
operated with the least subsidy. Carrying this idea to its logical conclusion 
would result in rewarding with permanent certificates these special-service carriers, 
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who have earned that right by their efforts and demonstrated their ability to 
successfully and profitably provide needed air transportation service to the public 
without subsidy. Thus the necessary capital for their expansion to meet the 
public need and to serve as a greater airlift reserve will be attracted from private, 
and not public sources. 

In fairness to little business in this country, I urge that you do not send this 
measure to the floor without full and fair provision for these free-enterprise 
— that have done so much to develop special-air service for peace or 
or war. 


(Whereupon, at 4:15 p. m., the hearing was adjourned.) 


x 











